A Leaf From Business for the 
Relief of Agriculture 


By H. L.~RUSSELL 


Dean of the College of Agriculture, University of Wisconsin 


What Would Happen to Farm Prosperity if the Farmer Adopted 
Present Day Business Methods and Applied Them to His Own 


Problems. 


Remarkable Cuts in the Cost of Production Are 


Possible if He Will Find the Facts, Face the Facts and Act. 


T the present moment everybody is 
willing to help agriculture. Almost 
everybody is asking for a quick 
remedy to solve the ills that beset 

farming at the present time. It is always 
more dramatic, I take it, to be able to 
inject a serum into the patient that will 
change suddenly the condition of the disease. 
In the old days mankind used to expect 
a miracle to be performed. It is so much 
easier to solve the troubles of the world in 
this way than it isto search patiently for 
the fundamental underlying causes, the 
ascertainment of which may prevent a re- 
currence of such troubles in the future. 


Farm and Industry Hit by 
Same Conditions 


HERE have been two things that have 
hit the farm and hit it hard; but those 
same two things have hit business at the 
same time that they have hit the farm. 
They are (1) increase in costs of pro- 
duction; (2) reduction in commodity prices. 
Labor is nearly twice as high as before 
the war. Taxes have increased more than 
200 per cent. Living costs have risen on 
all sides from a half to two-thirds. The 
inevitable consequence is that the cost of 
producing all products, whether on the farm 
_ or in the factory, has risen proportionately. 
The main difference between the farm and 
business at the present time is with reference 
to the relative scale of prices of the products 
sold. 
What goes up must come down but it 
almost invariably happens during a process 


of deflation that primary products, such as 
food stuffs, raw materials as metals, lumber 
and the like fall in price earlier and more 
severely than do those products into which 
labor enters more largely as a constituent 
item of cost. 

If all prices, both in business and in 
farming, had declined proportionately there 
would have been probably little cause for 
complaint, but this did not happen. The 
consequence is that the purchasing power of 
the farmer’s dollar today is less than the 
purchasing power of industry or business. 
Naturally it is worse in some parts of the 
country than it is in other sections. The 
man from the Cotton South knows too well 
that the purchasing power of his dollar has 
gone down much below that of the dairy- 
man’s dollar. 

Everyone wants to know whether we have 
struck the bottom or not. We hope so— 
those of us who are interested in farming 
—and I presume bankers who are interested 
in business also hope that the farmer’s pur- 
chasing power will not sink farther than it 
has at the present time, for if it does con- 
tinue to go down, in all probability some 
of the merchants who have borrowed money 
from bankers may find unsold goods on 
their shelves. 


Farmer Looks for Help 


HE farmer is looking across the fence 
and he sees certain conditions. He 
sees that labor has been able in some way to 
maintain wages through its power of or- 
ganization. He also sees that in some way 
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labor has been able to keep down competi- 
tion by exclusion of immigration. He be- 
gins to wonder to himself why it is that 
so many of the advantages seem to fall 
into the lap of one group rather than all 
classes. 

About this time along comes his political 
friend, who says to him, “Salvation is at 
hand; salvation can be found through the 
medium of legislation; if you will only 
use my salve, your aches and pains will 
disappear.” 

And so the farmer has heard for several 
years that if he would only follow these 
legislative doctors, his difficulties would im- 
mediately subside. 


Control of Prices 


WONDER if it would be worth while for 

a moment to analyze this matter and see if 
we can find out what effect some of the in- 
gredients in this salve are likely to have. 
In the first place, there is one very power- 
ful drug in the remedy most often pro- 
posed. This is price control. So many 
assume that if only prices could be fixed 
at cost plus a fair profit, all of the troubles 
would be over. But such a remedy, when 
taken in undiluted form, would act as a 
deadly poison. It would defeat the very 
end that was sought to be attained. 

Price control always means price ele- 
vation, just exactly as labor union control 
never means anything but wage increase. 

The proponents of this school of treat- 
ment forget that the elevation of prices 
always produces an expansion in production. 
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Unless there can be simultaneously an ex- 
pansion in consumption, there is the in- 
evitable glut with the consequent decline in 
price. 

Many people seem to think that economic 
laws can be readily set aside by legisla- 
tion; that differing from the fundamental 
principles which govern force and matter, 
economic principles are subject to human 
control, but not many people have shown 
successful efforts in thwarting fundamental 
economic laws, such as supply and demand. 


Some Groups Left Out 


H* it ever occurred to any of you that 
the proposed legislative cures most 
frequently mentioned are only applicable to 
certain groups? I note in the recent remedy 
that has been offered as a cure for the 
farmer’s ills that it was the rice farmer 
and the cotton farmer of the South that 
needed treatment; that it was the wheat 
farmer of the West, as well as the corn- 
belt farmer of the Mississippi Valley that 
would be cured by a single dose of the 
proposed remedy. For all of these groups, 
the remedy was heralded as a specific. But 
strange to say, did it ever occur to you that 
the vegetable farmer might be affected with 
this same disease of deflation, but no one 
ever thought of applying this salve to his 
ills? Did you ever stop to think that the 
fruit farmer, the citrus grower of Cali- 
fornia and Florida might also be stricken 
with a surplus, by over-production, and a 
consequent deflation in price? 

The dairy farmer of the North was 
also left out of consideration entirely. 
Nobody ever thought that he 
had any troubles that needed 
any new light rays. The 
poultry farmer and 
the egg producer 
also seemed to be 
neglected far 
as using the rem- 
edy for their ills. 

When I started 
to reason out why 
this particular 
remedy was effec- 
tive with only cer- 
tain classes, the 
thought flashed 
through my mind 
for the moment that. it might possibly be 
due to the fact that these agricultural groups 
which were not deemed sufficiently sick to 
need remedial treatment dealt with products 
which are in the main rich in vitamins— 
those growth-stimulating substances that are 
now known to be so intimately connected 
with normal nutrition and development. 

Butter, milk, eggs, vegetables and certain 
fruits are nature’s great balance wheel to 
keep the body machine in perfect form. 
These are so health-producing that the in- 
dustry itself does not need any stimulant 
like wheat, cotton or rice. 

Another legislative remedy that has 
been offered is to make it easier to bor- 
row money, just as if running into debt 
was the solution of the trouble. Such a 
remedy does not get at the root of the 
trouble. Placing government credit at the 
command of the farmer has undoubtedly 
operated to the benefit of farming more 
than it has to the benefit of the farmer. 


Where it has been rightly used it might 
well be helpful, but it has not always been 
rightly used. The only justification for 
giving the aid of government credit to the 
support of any particular group is not that 
any such group will be favored, but that 
the general welfare of the people at large 
will be thereby better subserved. 

There are some farmers today who wish 
that it had not been quite so easy to borrow 
money as it has been in the past, because 
they are beginning to. find out that the day 
of final reckoning must sooner or later 
come when the banker calls not only for the 
principal but the interest on his obliga- 
tion. 

It may be a fair question to ask whether 
some states too may not find that low priced 
money had lured them into a program of 
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expansion that is possibly mortgag- 
ing the future. If some of the con- d 
crete highways wear out and have 
to be rebuilt before the bonds become due 
by which the roads were originally built, 
may they not find that too easy credit is 
not always an unmitigated blessing? 

The third remedy from legislative sources 
—the newest one—is to make easier the 
pathway of cooperative endeavor. Many 
think that all you have got to do today is 
to wave the magic wand of “cooperation,” 
and all of the difficulties from which the 
farmer is suffering are immediately made 
to disappear. 

I wonder whether there is any govern- 
ment that can make people cooperate, that 
can make men sink their likes and dis- 
likes, drop their individual differences and 
collectively act in a way for their own 
common good. I wonder, if such is the 
case, whether there is any essential dif- 
ference from the principles that now 


govern successful corporate endeavor, 

May it not be that the biggest difference 
between successful corporate effort and suc- 
cessful cooperative effort is that the latter 
has an extra “o”. The same fundamental 
principles to insure success must obtain— 
efficiency in management, or either goes 
down. 

From the standpoint of cooperative en- 
deavor which is so _ frequently offered 
as a solution of agricultural ills, my 
feeling is very definite that its prob- 
able success will lie in organization from 
the bottom up rather than from the top 
down. Far too many cooperative efforts 
have been inspired from outside sources 
rather than from the farmers themselves, 
Strength that will presage success can 
better come from within than from with- 
out. A plant or tree grows from inside the 
bark, not from outside. 

It is to be hoped right here 

that the bankers of America will 

sympathetically approach 

this problem of. coopera- 

tive development. Too fre- 

quently the farmer has 

been led to think that out 

of cooperation he - 

is going to secure * 

benefits mainly 

through higher 

prices. More often 

this is a fallacious 

idea rather than 

otherwise, for 

there is more to 

be gained from co- 

operative endeavor 

through the me- 

dium of improved, 

orderly marketing 

and standardization 

of quality than 

there is through 

boosting of prices. 

Cooperation re- 

quires, per se, 

concerted _ action, 

a thing exceedingly 

difficult to secure 

from the individ- 

ualistic farmer, for 

there is no class in 

America that is 

more individual- 

istic than our 

farm people. If a 

thorough cure of our agricultural ills awaits 

the use of the cooperative remedy, it seems 

likely that a good many of the patients may 
die before the cure is effected. 

Don’t mistake me. I do not want any- 
body to think for a moment that I am 
opposed to cooperation. I am a firm be- 
liever in the efficiently operated cooperative 
movement as an aid in the solution of our 
agricultural problem, but why wait for the 
results of cooperative effort when we now 
have a remedy that can be applied imme- 
diately to the case in hand with a perfectly 
definite knowledge that it will result in 
financial improvement that will be imme- 
diately available. 


F the farmers of America will take a leaf 
out of present-day business methods, and 
apply it to their own problems, they will 
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be able to accomplish much toward actual 
improvement of agricultural distress. Many 
are doing this very thing today. These men 
do not have to wait for united, cooperative 
effort on the part of a large group before 
they can receive some reward for their 
efforts. 

Let us look at some of the lessons that 
business has learned in the last few years 
and see if there are not some ideas that 
can be applied equally well to farming. 

Business has suffered from the same 
troubles as has the farmer. The business 
man knows how his costs of doing business 
have risen, how taxes have increased, how 
wage scales have gone up and hours of 
labor have been reduced. All of these fac- 
tors contribute to the increased cost of pro- 
duction—and yet business has come through 
in some way or other. 

Mr. Schwab has recently said that the 
net income of the steel industry is being 
maintained at the present time in spite of 
the fact that costs have increased and that 
steel is being sold at $5 a ton less than it 
was a few years ago. How has this been 
brought about? Only in one way—through 
industrial efficiency, through the improve- 
ment of methods in one way or another that 
have increased the labor output per man 
unit to that degree that unit costs of pro- 
duction have actually been reduced, though 
wage scales have advanced. 

Industrial enterprises on a large scale are 
spending millions today on research. Look 
at what the General Electric, Westinghouse 
and the oil companies are putting into re- 
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search, purely for the reason that they know 
as a result of this expenditure that it will 
be possible for them to reduce to a con- 
siderable extent the cost of producing their 
respective commodities. 

Years ago Andrew Carnegie said that he 
would give any man a million dollars who 
would show him how he could produce a ton 
of steel for ten cents less than it was being 
made at the Homestead mills. When you 
find a Scotchman who is willing to give 
a million dollars for anything, you want 
to watch what is going on. 

Mr. Carnegie could well afford to make 
this offer. Why? Because he would get 
his money back through his large turnover 
of business in a short time. This reduc- 
tion in costs through increasing the man- 
power output within recent years is the 
marvel of American business experience. 


CCORDING to the Bureau of Statistics 
of the United States Labor Depart- 
ment, in the last ten years the automobile 
output per worker has increased 172 per 
cent, the tire business 211 per cent, the oil 
business 83 per cent, even the cement busi- 
ness 61 per cent. All of these industries 
represent rapidly evolving, improving in- 
dustries, but note what a tremendous in- 
crease there has been in unit output. 
Compare these figures with those of more 
stabilized operations. The packers, who for 
years have had a high degree of efficiency 
in their methods, have in the last ten years 
increased their man-power output about 27 
per cent; the sugar refining business 28 per 


cent, and the boot and shoe business only 
6 per cent. 


eg during that same time 
has also gone ahead. Secretary Jardine 
is authority for a recent statement that there 
has been an increase in the output of agri- 
cultural workers since 1913 of 20 per cent, 
and that, by the way, is a big factor in the 
production of the present agricultural sur- 


plus. It is this factor that is making possi- 
ble the removal of man labor from the 
farms of over half a million men a year 
and yet maintain production. It is doubtful 
whether business has any such opportunities 
as exist in agriculture today to reduce the 
cost of production through more efficient 
methods of production. 

Let me cite just two or three instances 
which will clinch the accuracy of this state- 
ment. Take the matter of corn. Figures 
given by the Illinois Station for the varia- 
tion in cost production of corn in two of 
the leading corn counties show a range from 
fifty-two to eighty-eight cents per bushel. 

I saw the results a few days ago of what 
was the experience of a large-scale corn 
grower in Illinois, where simply the sub- 
stitution of a selected improvement in seed 
had reduced his corn costs in eighty-acre 
fields from fifty-two to fifty-eight cents per 
bushel to thirty-eight cents per bushel. 

A manufacturer who could cut his pro- 
duction costs from 40 to 45 per cent through 
the introduction of a cheaper source of raw 
material would not stand idly by very long 
and not use such measures to enhance profits. 
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New Unit in Cotton 


§ ipomcers cotton as another case. The eco- 
nomic unit heretofore in cotton culture 
has been a negro and a mule using a single 
row cultivator to cultivate the crop, and 
his family to hand-pick the product. It is 
under these conditions that most of the cot- 
ton of ‘the South has been produced. Now 
comes the four-row planter, the four-row 
cultivator, and the new sledding process of 
picking cotton, which enables a picker to 
pick a thousand pounds of cotton per day. 

Put these new methods into operation in 
the fields of Texas and Oklahoma, where 
the drier climatic conditions make it more 
difficult for the boll weevil to develop, where 
weeds grow less rapidly than they do in 
the more humid gulf states, and what is the 
cost of production of a bale of cotton un- 
der these conditions compared with what it 
is in Georgia and Alabama? The planta- 
tion owner of the Southwest may fume and 
fuss about the surplus production caused by 
the expansion of the crop in Texas, but no 
sort of legislation is ever going to enable 
him to compete with the lowered costs of 
production that this increased man-power 
output will permit. Georgia and Alabama 
might just as well face the economic fact 
that the production of cotton will soon cease 
to be their: main staple crop. Inevitably, 


under these competitive conditions, they will 
be forced to turn to a type of agriculture 
in which cotton will be much more sub- 
sidiary. 

A few months ago I was in Java, and 


saw the way in which sugar was being pro- 
duced on that little island. Under Dutch 
supervision the closest sort of control is 
maintained. Production has steadily in- 
creased, and with it lowered costs. In Java 
they are not content with determining costs 
down to a tenth of a cent. They run their 
cost sheets out to the fifth decimal, so re- 
fined are their analytical methods. 

Later I visited Australia and saw there 
what was being done with reference to 
sugar production. I saw “white Australia” 
using white labor only for sugar production 
at a cost of $2.75 to $3.50 a day in com- 
parison with the Dutch paying native Java- 
nese labor twenty cents a day. Under these 
conditions every ton of sugar that is 
shipped out of Australia receives an export 
bounty of $30 a ton (a cent and a half a 
pound) in order to make it possible at all 
to be sold in the markets of the world. 

In this new country, containing a popula- 
tion of only six million people, the entire 
population is paying an export bounty tax 
that is nearly three-quarters of the entire 
cost of raising sugar in the Dutch East 
Indies. With such a handicap, how is it 
possible for Australia to compete in the 
world’s markets? If the Commonwealth 
wants to grow sugar for its own consump- 
tion needs (and is willing to pay whatever 
it may cost), that is Australia’s affair, 
but the Australian farmer has little justi- 
fication in asking the government (which is, 
of course, the entire body politic) to sup- 
port a program for world competition that 
entails the burden that is here actually im- 
posed. 

Here in America we are in a somewhat 
similar situation with this difference, that 
we have a much larger consuming popula- 


tion. Neither in the Louisiana cane district 
nor the beet sugar centers of the North and 
West can we possibly compete with Hawaii 
or Cuba in costs of sugar production. Here 
is where Hawaii especially enjoys unusual 
opportunities, for with freedom from tariff 
restrictions, accompanied with an unusual 
degree of skill in the application of science 
to increased production, they are able to 
produce sugar with higher cost labor for 
substantially what the Dutch can do it with 
exceedingly cheap Javanese labor. 


Guess Work in Dairying 


ET us look at dairying. Everyone has 
held this field of agriculture as repre- 
senting the soundest and most stable type 
of agricultural practice. Far and wide it is 
heralded as a solution of many of the 
troubles that come to the farmer who hangs 
on to grain farming. Yet we have made 
in general only a very meager beginning 
toward putting the business on the basis of 
really an efficient enterprise. A great man 
people are fearful that dairying will be 
overdone; that all of the boosting that 
dairying is receiving means that it is go- 
ing to become so widely followed that soon 
production will outrun consumption. To 
those of us who know how much work is 
involved in dairying, we wonder how rap- 
idly it will spread in those sections where 
farming is done from horseback, as it is 
in the ranching regions of the West. Until 
it becomes possible to milk a cow from 
horseback, we do not feel that we need to 
fear very much the competition from that 
part of the country. 

The average production of a dairy cow in 
the United States is only 160 pounds of 
butter-fat per year. Even in Wisconsin, 
which is the greatest dairy state of the 
Union, the average production in butter-fat 
is only about 190 pounds per year. 

It takes practically 200 pounds of butter- 
fat per year at 1926 butter prices to pay 
the keep of a dairy cow. Therefore, if any 
farmer has a cow that produces less than 
that, he is milking the cow merely as a 
pastime, for its owner is not making a cent 
for the labor expended. 

It is only when the cow machine is able 
to turn out a larger output that profit can 
be secured. On the basis of 1926 prices, 
a cow producing 300 pounds of butter-fat 
will produce butter at a cost of forty-two 
cents a pound. With a 400-pound cow, but- 
ter costs twenty-seven cents a pound. From 
this it can be seen that efficient production 
turns primarily on the yield per animal. 
With the Babcock test and a pair of scales, 
guess work can be changed to an accurate 
knowledge of what is going on. 

Yet here in America, in intelligent Amer- 
ica, how many of the 23,000,000 dairy cows 
are being checked as to yield to find out 
whether they are worth their keep or not? 
Only 1.8 per cent. Think of it. Over in 
little New Zealand there are 13 per cent 
of all of their dairy cows under test. In 
Denmark 20 per cent of all of their cows 
are under test, and yet here in America, 
in enlightened, efficient America, we know 
what we are doing with only 1.8 per cent 
and with the remaining 98.2 per cent it is 
largely guess work. 

Many people are worrying about a possi- 
ble surplus in dairy products. 
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If it were possible to wipe out merely 
those cows in America that are not pay- 
ing their keep, there would be no tear of 
a surplus for decades. We estimate in Wis- 
consin, where there are more cow-testing 
associations than in any other state, that 
fully 20 per cent of our entire dairy stock 
are unprofitable boarders; that we would be 
much better off without these animals than 
with them. 

Studies on Wisconsin farms covering a 
three-year period show a variation in cost 
of producing butter-fat ranging from forty- 
five to eighty-four cents per pound, allow- 
ing only ordinary hired man wages to the 
owner for his own work. Our farmers do 
not play golf for exercise like the bankers. 
Too many of them are getting their exer- 
cise in doing unprofitable work and won- 
dering why they cannot make a living at 
farming. 


pv of plant is another important factor 
in determining success. A small manu- 
facturing plant has a relatively high over- 
head compared with larger units. The con- 
sequence is that this factor may often exert 
a profound influence on the determination 
of unit costs. As sound as dairying is, the 
business side of dairy manufacture may be 
inefficient by reason of small sized units that 
cannot be economically operated. 

The following figures are taken from 
Iowa: In creameries making less than 100,- 
000 pounds of butter a year, the cost of 
producing a pound of butter was 4.49 cents 
a pound. In factories producing from 250,- 
000 to 300,000 pounds it was 3.13 cents, 
while in factories producing over 500,000 
pounds it was 2.66 cents. In other words, 
there is a difference of 70 per cent in 
the cost of making a pound of butter be- 
tween a small factory and even a moderate 
sized factory. 

Again referring to New Zealand, may I 
say that the size of their factories is a most 
important factor in determining their costs 
of manufacturing. There a factory output 
is measured not in pounds but in tons, and 
long tons of 2240 pounds at that! It is no 
uncommon thing to see factories producing 
4,000,000, 5,000,000, or 6,000,000 pounds of 
butter a year. It is such large scale opera- 
tions as these that make the New Zealand 
product a menace from time to time, even 
though they have to hurdle a twelve-cent 
tariff wall to our markets. 

The success of cooperative endeavor lies 
mostly in the matter of consolidation for 
marketing, not in price fixing or higher 
prices, but in improving the quality and 
gradual marketing of the product so as to 
maintain a better stabilized condition as to 
prices. 


N conclusion, the way out in my judg- 

ment -for the American farmer is (1) to 
become a business man, (2) to adopt busi- 
ness methods, to adapt himself to the same 
kind of conditions as the manufacturer, (3) 
to rely less upon political panaceas and more 
upon individual efficiency, (4) to work for 
cooperative endeavor, but in the meantime, 
(5) to use every possible endeavor to in- 
crease man-power output by the use of im- 
proved methods. 

Let us therefore first find the facts, fix 
the facts, face the facts, then follow the 
facts. 
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Why Prosperity Will Continue 


By MELVIN A. TRAYLOR 


President, American Bankers Association ; President, First National Bank of Chicago 


With an Absence of Large Inventories, No Speculation In 
Commodity Prices, Plenty of Labor and Great Efficiency In 
Manufacturing and Transportation, the Country May Look 
Forward to a Fair Measure of Prosperity for Months to Come. 


T seems to me that there are a number 
of elements in the business situation 
which indicate that the country may 
look forward to a fair measure of 
prosperity, a fair volume of business and 
satisfactory profits for at least several 
months to come. That conclusion must have 
back of it some foundation and fact; other- 
wise statements of generalities are not 
worthy of very much consideration. 

One of the happy changes that have come 
to this country since 1920, when we suffered 
the first real reverse we had experienced 
since the serious industrial depression of 
1893, is that the cause primarily underlying 
the panic of 1920—and it was a panic, whose 
like we never had except then in industry 
in this country—has been removed with the 
passing of the great accumulation of in- 
ventories in raw materials and_ finished 
products. 

Today we are free from large inven- 
tories. Our warehouses are not full. Our 
manufacturers have not bought largely of 
raw materials. Our retailers are buying 
from hand to mouth, and the situation has 
gone along from 1920 to the present time 
on a basis of sanity. 
retailers are ordering what they ¢xpect 
to sell next week, and while that situation 
lasts, I am convinced that there is not the 
slightest chance in the world of another 
such shake-up as occurred in that memorable 
year. 


No Speculation In Commodities 


HERE are other factors in this situation 
which go along with it and are part of 
it, of course. One of them is that there is 
no speculation in commodity prices nor in 
commodity storing, with no advance in com- 
modity prices. It is perfectly obvious that 
if we were buying in large quantities, we 
would be guilty of pure speculation. There 
is nothing of that kind in the picture today. 
There is no bidding up of prices which 
always accompanies conditions of that kind. 
Neither is there any scarcity of labor. 
Labor is a big element in all industrial opera- 
tions and it is a big element in industrial 
panics. When there is future buying and 
accumulation of inventories, there is always 
bidding up of labor, and a scarcity of labor. 
Strikes and lockouts take place. Labor 
unions conclude that because of the increased 
demand and the scarcity of labor, it is a 
good time to strike. There is nothing of 
that kind in the situation today. If there 
were I would feel we were not on safe 
ground. 
On the other hand, we note that there is 
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really less unemployment generally in some 
of the large industrial centers than there has 
been for some time. It is not a good condi- 
tion for labor to be unemployed but it is not 
a bad condition for there to be some surplus 
of labor; I mean a bad condition for the 
future stability of the country. From the 
manufacturing and distributing standpoint it 
is not an unfavorable thing that there is 
plenty of labor and that there are men that 
can be hired, and hired at reasonable wages. 

Another thing, when adverse conditions are 
in the making—such conditions as lead to 
panic and trouble—there is always an ad- 
vance in price of commodities. As a matter 
of fact in the last two or three years, and 
particularly in the last twelve months, there 
has been a steady decline in commodity 
prices, indicating that there is no danger 
that we are off on another mad _ inflation 
such as led to the trouble of 1920. 


Railroads Help Prosperity 


UT there is a further reason for these 
facts. We could not have hand-to- 
mouth buying, it would not be possible for 
the retailer to meet his requirements for the 
day-to-day distribution except for the fact 
that in the last five years there has been 
the biggest reformation and the greatest im- 
provement that ever took place in any half 
decade in the history of this country in the 
transportation facilities of the United States. 
During each of the twelve months last 
year and on an average practically the same 
for this year, the railroads of this country 
moved more than a million cars of freight 
per week—53,000,000 cars last year, with- 
out a single blockade in any yard or an 
embargo in any port in the entire United 
States, something that never before happened 
in the history of this country. Notwith- 
standing the fact that we hear a great deal 
of talk about the inroads being made upon 
the transportation. system by the operation 
of motor cars and motor trucks all over the 
United States, we are moving today more 
freight by railroad than we ever moved in 
our history. The car mileage per day of 
the railroads of this country has never been 
equaled, and that is the keynote today in the 
hand-to-mouth distribution of products which 
makes for the present prosperity of the 
country and for the stability and evenness 
of that prosperity, in my judgment, over a 
considerable period of time. The people of 
this country owe to the management of the 
railroads a great debt of gratitude for a 
service which they really little realize or 
appreciate. That these facilities will be 
maintained seems certain, and if they are, 
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then it would seem that there will be no 
excuse at all for getting ourselves into the 
position of over-manufacturing and over- 
stocking such as we got into in 1920. 

Not only are these facts true, but the 
efficiency of labor along with the efficiency 
of transportation is at a higher standard 
today than it has ever been before. Some 
of the most marvelous revolutions in manu- 
facturing have taken place within the last 
five years. 


Magic of Mass Production 


NE of the outstanding examples of 

modern business methods is exemplified, 
of course, by the automobile business. I do 
not think you can find in all history any 
parallel at all for the performance of the 
automobile companies and they are not ex- 
clusive in their efficiency but happen to be 
the outstanding exponent of mass pro- 
duction. The automobile companies have 
steadily increased their production, improved 
their commodity and reduced their price. In 
a country where that is possible, where ef- 
ficiency of that character can be maintained. 
it seems to me that the only problem the 
country has to face is one of markets for 
the commodities it can produce. 

One of the greatest problems of the 
country today is that the consumptive ca- 
pacity of the American people has not been 
brought up to match the genius of the manu- 
facturing capacity of the people. I think 
therein lies probably one of the dangers of 
the country. 


The Other Side 


F we would get a balanced view of the 

situation, and consider the other side of 
the argument for continued prosperity, 
probably all bankers would put at the top 
of the list installment finance. 

Installment selling is nothing new. The 
business of this nation has been carried on 
through credit of one kind or another ever 
since the country started, and we know today 
that a very large part of business, although 
not as large a proportion as formerly be- 
cause the country has grown richer, is 
carried on credit. It does not make very 
much difference whether something is bought 
on six months’ credit or on six months’ 
credit payable so much each month. I am 
not sure, as a matter of fact, that there is 
not more merit in the monthly installment 
basis for a great deal of credit purchases. 

The real estate underlying most of the 
homes of this country and the homes them- 
selves have been purchased and built on the 
installment basis. We did not call it that; it 
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was amortization loans or monthly payment 
loans or something of that kind, but it was 
installment selling and installment pur- 
chasing. 

There is nothing wrong with the install- 
ment business, in itself, and yet it is worry- 
ing all of us considerably today because of 
the application that is being made of it. 

I will not attempt to state what is the 
proper basis for installment selling, but there 
are a few fundamental principles that seem 
to me we cannot afford to overlook in judg- 
ing installment credit, as in any other kind 
oi credit. In the first place more attention 
should be given, in my judgment, to the 
moral risk involved in the installment buyer 
than has been given or, I think, is being 
given today, if the installment business is to 
be kept out of a ditch. 


Must Pay in Year 


DO not believe that any man should be 

sold more goods on the installment basis 
than he can reasonably hope to pay for 
within a current twelve months, after all 
his living and other operating expenses are 
provided for, and a little bit of cash has 
been put into a savings account in the bank. 
I think if the individual himself will make 
that a basis for his installment purchasing, 
there is not much likelihood of his getting 
into trouble. I do not believe that the 
average installment buyer, who is in a large 
degree the month to month wage earner or 
salaried man, can afford to commit himself 
to a program beyond a twelve months’ 
period. More than that, he cannot afford 
to commit himself for too many products 
that are going to be worn out before the 
installment contracts are paid. There is a 
very beautiful theory that we have been 
taught in the last few years, that it is better 
to have and then save, rather than save to 
have. But I am just old-fashioned enough 
to believe that there is still a great deal of 
merit in the time honored tradition that if 
you would have something, save your money 
first and then pay for it. That applies par- 
ticularly to highly perishable commodities, 
especially of the luxury type. 

There is another angle to it that those 
who are engaged in selling commodities on 
the installment basis have largely overlooked. 
If John Smith has an income of say $5,000, 
which he spends and borrows in addition 
on an installment credit $1,000 this year and 
spends $6,000 instead of $5,000, his income 
next year so far as his purchasing power 
in the community is concerned, is reduced 
to $4,000. Because he has the $1,000 debt 
to pay he cannot purchase the same amount 
next year that he purchased this year with- 
out next year borrowing $2,000 on the in- 
stallment basis. 

It is certain that somewhere in the course 


of the operation the business of the country 
is going to strike a vacuum created between 
income and the sales that have been made 
because of installment selling, and business 
is bound to suffer from a decline in the com- 
munity’s current consumptive power. This 
has been postponed so far in many lines of 
industry by finding new buyers. The same 
man does not continue to purchase. He 
buys his $6,000 this year and drops out of 
the market next year and someone takes 
his place. 


Lowering Credit Standards 


HERE is another danger of installment 

selling—that in the anxiety to keep up 
the volume of business, the basis for credit 
is less and less carefully scrutinized and a 
poor credit risk is sold from time to time 
to keep up capacity. We know that is per- 
fectly true in the automobile business. The 
automobile finance people do not hesitate to 
say that last year they had the largest per- 
centage of repossessions that they have had 
in their history. It was due to the fact that 
whereas they used to sell a man with a fair 
fixed income a Ford or some cheap priced 
car, they now sell that man a much higher 
priced car, and they are selling the ditch 
digger and the day laborer or anyone else 
who can raise the price of the cash payment 
a new car of the cheaper type. Thus the 
poor credit risk is taking the place of the 
better credit risk, and the better credit risk 
is straining his credit by buying a higher 
priced car. That is the situation. 

They talk of having found a new species 
of credit—that whereas we have had for 
many years productive credit, manufacturing 
credit and distributive credit, they have in- 
vented consumptive credit. They have in- 
vented nothing but a new way to lend 
our money. If we bankers are unwise 
enough to let them get us into trouble by 
taking notes based on poor credit risks, we 
and not the finance company will pay the 
penalty. We will be the fellows who will 
lose the big money. There is no such thing 
as consumptive credit. There is only one 
kind of credit and that is credit that keeps 
the business of the community going, what- 
ever that may happen to be, manufacturing, 
production, distribution, or what not. 

There is needed in the whole problem of 
installment selling nothing more nor less 
than good horse sense that we bankers use 
over our counter every day when we loan 
Tom, Dick or Harry on a six months’ 
straight loan. If we will just apply the 
same credit rule to the installment business 
that we apply to any other business, I am 
not particularly worried about it. If we do 
not, we will wake up one of these mornings 
with a dark brown taste in our mouths 
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and a headache. That is one of the things 
on the other side of the picture. 

The speculation in real estate is one of the 
most dangerous elements in the situation be- 
cause there has never been a panic in 
country that was not preceded by a wild 
boom in speculative real estate values. [cal 
estate is the last thing to move. It coes 
further than anything else and falls harder 
when it falls, and it has certainly gone a 
long way. It is high enough so far as 
community is concerned, and if other 
tions have the same situation, 
be looking after it. 

There are two or three other elements 
in the picture. One of them is increasing 
municipal and state debts, taxes and that 
sort of thing. I do not believe any of us 
would go back to the governmental condi- 
tions of twenty-five years ago, and we can 
not have the conditions of 1927 unless we 
pay the bill. 

So I do not worry so much about the 
Statistics they parade of the intrease of 
state and municipal debts in this country 
and the consequent increase in taxes. 


his 


uur 
ec- 
it is time to 


Making the Farm Pay 


INALLY, there is the agricultural prob- 

lem. 

I believe that the farm problem can be 
cured by intelligent application of credit 
to the farm. This means an intelligence on 
the part of the banker as to what is best 
for the farmer in his respective community 
to do and financing him to do this and not 
something else. In extending credit to in- 
dustry, the banker wants to know whether 
the business is making money and, if it is 
not being operated on a profitable basis, 
the credit is cut off. The farmer has never 
been loaned his money on this basis and he 
has been the greatest and most inconsistent 
borrower in the country. Until we bankers 
employ the same rule in lending to agri- 
culture as to industry, there will be the 
farm problem. 

I think that it is largely up to the bankers 
to get busy, go. to the state agricultural 
colleges, find out what commodities the 
farmer can raise with the best results and 
get him to apply to the better production of 
his commodities on the farm what has been 
dug out in the laboratories, as the in- 
dustrialist is applying in the factory what 
has been developed in the laboratory that 
he supports. 

Agricultural problems will not be solved 
by any kind of legislation, and will only be 
solved by intelligent application to the farm 
of those things that are good for agri- 
culture. If agriculture will operate on that 
basis, it can make a profit individually and, 
making a profit individually, will make a 
profit collectively. Therein, in my judgment, 
rests the burden of the banker. 
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The New Mellon Money 


By WILLIAM ATHERTON DU PUY 


Within a Year the American People Will Be Using a Dollar 
Bill That Is Only Two-Thirds as Large as Our Present Paper 
Money. It Will Take Three Years, Probably, To Substitute New 


Size Currency in All Denominations. National Bank Note To Go. 


HEN Andrew Mellon the other 

day issued an order that the 

paper money of the nation was 

to be made over, simplified, and 
manufactured in a smaller size, it may be 
that he did the one thing for which he will 
be longest remembered. He gave the peo- 
ple of a.mighty nation a new paper money 
which they and their children are likely 
to carry through the generations. He wiped 
out an old and established currency, repre- 
sentatives of which have nestled in the wal- 
lets of the ancestors of these people for 
generations past. 

It is quite by accident that the Treasury 
Department has been led to a conviction that 
a paper money but two-thirds the size of that 
which it has so long used will be handier 
and more efficient. Elihu Root, it seems, 
started it all. In those days that followed 
the Spanish-American War he was Secre- 
tary of War. The United States had then 
taken the Philippines under its wing, and 
among other things it had to do for its 
ward was that of providing it with currency. 
The money was to be manufactured at our 
own Bureau of Engraving and Printing. 


Root Changed Size 


ESIGNS were made ‘up and sent to the 

Secretary of War for approval. These 
designs were the same size as our own 
money. It seemed necessary to make them 
the same size to fit them into our scheme 
of manufacture. They were to be made 
distinctive by the use of colors. Mr. Root 
approved the designs, but suggested that the 
size be changed. This would avoid confu- 
sion between the two moneys. 

The Bureau prints the money from steel 
plates. They are of a standard size. They 
fit on standard size presses. Eight bills are 
engraved on a plate. A stroke of the press 
prints eight bills. The Bureau had to use 
these plates and these presses. So it en- 
graved twelve bills on a plate instead of 
eight, thus producing a note that was a 
third smaller. The Bureau did not work 
out this size of note because it thought it 
a better size, but because it had to make a 
different size and fit them to standard plates. 

3ut the Philippine size of money proved 
to be popular. Everybody who used it said 
it was much more convenient than a cur- 
rency of a larger size. Secretary Mac- 
Veagh, as early as 1911, investigated this 
Philippine money and decided that as to size 
it was an improvement over that which we 
were using. Just before he went out of 
office he ordered a change to this size. This 
order, however, was never executed. Now 
Secretary Mellon has made a more thor- 


ough examination into the facts, has become 
convinced of the superiority of the smaller 
money, has made many tests of it in use, 
and has ordered the change. Assistant Sec- 
retary of the Treasury Dewey had charge 
of the investigation. 

It takes a long time to bring about changes 
in the production of the money. The first 
step is a design of face and back for the 
new notes. Since a change is to be made 
in the notes, which means that new steel 
plates must be engraved, it will be well to 
make improvements wherever possible. 


The First New Bill 


HE one-dollar bill is the first to be 
changed. The present design of the 
one-dollar bill is fairly satisfactory. Not 
many changes will be made in it. The most 
important change will be on the back. A 
pattern design of the “one” that will cover 
most of the back will be the chief innova- 
tion. The purpose of this is to make it 
harder for the note raiser to change this 
low to a high denomination bill and pass it. 
So delicate a task is steel engraving that 
it will take six months to convert this new 
design into plates. Then it will take an- 
other six months to print a sufficient supply 


Ogden L. Mills, who is Mr. Mellon’s 
chief aide as Under Secretary of the 
Treasury 
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of these “ones” that they can be put in 
circulation. Half of the bulk of the paper 
money of the nation is in one-dollar bills. 
In a year that half will be in circulation 
in the smaller size. In the meantime the 
other designs will be in course of being 
worked out and engraved. It will take 
three years, probably, before the old money 
is all displaced by the new. 

One type, national bank notes, it is ex- 
pected will disappear entirely. The govern- 
ment bonds that are back of them will be 
retired in 1930, and Secretary Mellon has 
said that they would not be reissued. What 
the Treasury regards as the most confusing 
element of the currency will thereafter not 
exist. 

The idea at the Treasury Department is 
that all silver certificates shall be concen- 
trated in one-dollar bills. There‘will be but 
one type of “ones,” the silver certificates. 
The United States notes will be concen- 
trated in the five-dollar bills. There will 
be but one type of “fives.” There will re- 
main but the gold certificates and the Fed- 
eral Reserve notes. They will appear only 
in bills of the ten-dollar denomination . and 
up. There will be but two types of these 
bills. This will be a great simplification 
because there have heretofore been as high 
as five types of a single denomination. Even 
where there are two types of bill for one 
denomination, the same face will appear on 
both, and they will be alike in most respects. 


Will Eliminate Confusion 


line simplification is of great importance 
from the standpoint of manufacture at 
It is of even more importance 
from the standpoint of the public, because 
it will prevent confusion. 

The government buys 1500 tons of paper 
a year upon which to print its money. That 


the Bureau. 


paper is cut up into sheets. One of those 
sheets produces eight of the old bills. It 
will produce twelve of the new “ones.” It 
will take only two-thirds as much paper 
to print a billion bills as of old. It will take 
1000 tons instead of 1500. In paper pur- 
chases alone, the saving will amount to hun- 
dreds of thousands of dollars. 

The press work on a billion bills, like- 
wise, will be but two-thirds of what it was. 
This press work is the central element in 
production. Thus the capacity of the plant 
will be greatly increased. The government 
spends about $10,000,000 a year at this plant. 
Theoretically it should be able to produce 
the new money for a third less. Maybe it 
will save $2,000,000 a year. Anyway, the 
shadow of the necessity for enlarging this 
factory has been removed. 
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Our First Paper Money 


The Journal Cover Illustration 


T costs the United States about 
I $5,000,000 a year to keep the country 
supplied with one dollar bills, which 
is in sharp contrast to conditions prevail- 
ing at the time of the first issue of paper 
money in America. 
Then the cost was negligible for some- 
one plucked a few 
choice feathers 
from a fowl, fash- 
ioned a handful of 
quill pens and went 
to work on a little 
supply of very ordi- 
nary paper, labori- 
ously writing, print- 
ing and numbering 
each bill. 


HE result was 

a quaint and 
crude bill but as a 
medium of ex- 
change it served the 
intended purpose 
for atime, and more 
than that, it estab- 
lished a practice. In 
paper money Colo- 
nial legislators 
thereafter had 
something new and 
fascinating to play 
with, but like every- 
one else who, pos- 
sessing govern- 
mental authority, 
dabbles unscientifically in fiat issues, they 
discovered that paper money, though 
having certain attractions had also some 
uncanny negative properties which con- 
fused and dismayed the people. 

The first issue of paper money in 
America, the subject of this month’s cover 
illustration, occurred in Massachusetts in 
1690, and as elsewhere in the world, when 
paper money has been resorted to, was 
apparently the only way out of a 
dilemma. 


Our First Paper Money 


Reduced Size Reproduction of an Issue of Currency 
Which Prevented a Mutiny in Boston 


(From an illustration in the Journal of American History) 


COLUMN of troops which had 
been on a fruitless invasion of 
Canada had returned unexpectedly to 
Boston. The soldiers demanded their 
pay; of public funds there were none, 
and the amount needed to pay off the 
little army could not be raised on short 
notice. Mutiny was 
brewing when the 
Colonial Fathers 
hit upon an idea of 
paper money. A 
committee was em- 
powered to issue 
7,000 pounds in 
bills ranging in de- 
nomination from 
five shillings to five 
pounds, and thus 
was the crisis safely 

passed. 


“CYNE of these 
bills, says the 
Journal of Ameri- 
can History, “sup- 
posed to be the only 
one in existence has 
been preserved. It 
is not engraved or 
printed but is ex- 
ecuted with a pen 
in imitation of a 
printed form. The 
seal of the province 
is also rudely drawn 
upon it. In antici- 
pation of the collection of taxes these bills 
were issued to the soldiers; they were not 
payable at any particular time; they did 
not bear interest and they were not legal 
tender. They soon dropped to a discount 
of 30 to 40 per cent, and the soldiers thus 
lost two-fifths of what was their due. In 
1692 an act of the General Court making 
these bills legal tender, providing for 
their redemption and allowing a bonus 
of 5 per cent on them when paid into the 
Treasury, brought them up to par.” 
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On the Frontier of Industry 


By MAURICE HOLLAND 


Director, Division of Engineering and Industrial Research, 


National Research Council 


Research Stakes Out the Claim and Capital Supplies the Means 
of Bringing Out the Pay Dirt. The Laboratories Forecast an 
Automobile with Dashboard Control of Carburetor, a Welded 
Skyscraper, Rubber by Casting and Shows by Television. 


ESEARCH workers are prospectors 
on the frontier of industry. Years 
of toil on the borders of the un- 
known may be rewarded by a 

handful of glittering nuggets in the form 
of new facts. The discovery of new facts 
may shape the destiny of old industries or 
create new ones. The dividends of indus- 
try—the coin of the realm—are the minted 
winnings of pioneer efforts in research. 

Banking takes a first line position also on 
the frontier of industry. The adventurous 
spirit of research opens up new territory; 
banking consolidates the new position. The 
enterprise of research stakes out the claim; 
banking supplies the capital to bring out 
the pay dirt. Research is a guarantee to 
the banker of invested capital, his insurance 
against loss in new enterprises. Research 
blazes a trail as the vanguard of industrial 
progress; banking builds a road to connect 
the frontier of industry with the main 
arteries of commerce. 


Beyond the Earth 


HE frontier marks the line of battle in 

the struggle of man with the forces of 
nature. The frontiers of science are fur- 
ther flung than those of industry—in one 
instance they have been extended to other 
planets. Dr. Hale, director of Mount Wil- 
son Observatory, enchanted the directors of 
a great industrial corporation recently with 
a vivid description of his “laboratory on the 
sun!” He referred to the researches in the 
field of ‘pure science, which resulted in the 
discovery of helium in the gases around the 
sun. Less academic-minded workers in ap- 
plied science brought the discovery down to 
earth in the utilitarian application of this 
rare gas to the building of non-inflammable 
dirigibles which were to span continents and 
seas in a flight over the top of the world. 
More recently this rare gas, first discov- 
ered by men gazing at the stars, has been 
used as a cure for “bends,” a temporary 
paralysis caused by men working at great 
pressures, boring a tunnel under the North 
River, which will soon connect New York 
and New Jersey. The occasion of this meet- 
ing of eminent scientists and men who sit 
in the high councils of big business was the 
presentation of the case of the vital need 
of the support of research in the field of 
pure science by American industry. These 
men of vision recognized the fact that our 
national progress in the future will depend 
in large measure upon scientific research. 
This instance is but a single effort which 
is being made by a committee of distin- 
guished men of science, industry and public 


Welding stcel with atoms of hydro- 
gen. This may foreshadow a noise- 
lessly built skyscraper 


affairs, led by Secretary Hoover in a cam- 
paign to raise a National Research Endow- 
ment of $20,000,000 or more for the support 
of research in pure science. 

In regard to the importance of this move- 
ment to the future of American science and 
industry, which Dr. Pupin called “the most 
significant in a century,’ Secretary Hoover 
declared: ‘“‘We must add to knowledge, both 
for the intellectual and spiritual satisfaction 
that comes from widening the range of hu- 
man understanding, and for the direct prac- 
tical utilization of these fundamental dis- 
coveries. A special study in an industrial 
laboratory, resulting in the improvement of 
some machine or process, is of great value 
to the world. But the discovery of a law 
of nature, applicable in thousands of in- 
stances and forming a permanent and ever- 
available addition to knowledge, is a far 
greater advance.” 


Anticipating New Competition 


N these frontiers new empires are be- 

ing built, new industries being created, 
and new products being developed on a 
foundation of research. Three elements are 
essential in all these undertakings. They 
are men, money, and management. The in- 
terests of men—the research workers—and 
the interests of money—the investors and 
bankers—are intimately interwoven and mu- 
tually dependent. 

Consider a banker in New England. He 
may have extensive loans in the textile in- 
dustry. He may be intimately acquainted 
with the representative concerns in that in- 
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dustry, may have considerable knowledge of 
manufacturing processes and trade practices, 
and he may keep posted on the general state 
of the industry by reading its trade journals. 
As long as the natural conditions, the old 
order of competition, continues, there ap- 
pears to be no cause for concern, for was 
it not the moisture of New England air, 
with its exact natural humidity, that fixed 
the center of the textile industry? 

As long as nature withholds her secrets 
from man, the old order prevails. Then 
along comes science and wrests another se- 
cret from nature and the center of indus- 
tries—yes, of worlds—is changed. A single 
discovery from the laboratory may mean 
a new competitive industry, or expansion 
for one and losses for another. 

For a long time it was the climate that 
prevented us from locating textile mills in 
the South, in the area of raw materials. 
Engineers and chemists then tackled the 
problem of manufacturing suitable weather 
indoors with mechanical aids, and nature’s 
deficiencies were supplied by science. Re- 
cently the enterprising Chamber of Com- 
merce of Los Angeles made a bid for the 
fine cotton goods industry of the East, and 
these “home industry” boosters promised a 
local supply of raw material in the form 
of “native” long staple cotton grown in the 
Imperial Valley. 

Out of a test tube of chemicals science 
created the rayon industry, and another tri- 
umph of research produced weather “on 
order.” Rayon factories are now erected 
in the region of cheap power—Buftalo, for 
instance. With the advantage of economic 
power, plants are located in favorable labor 
markets and strategically placed to take ad- 
vantage of raw materials produced locally. 
With production costs reduced by research 
the rayon industry is today selling half hose 
on the counters of the Five and Ten Cent 
Stores at ten cents “a half,” and attractive 
stockings have been placed within reach of 
more millions of women, once customers of 
the cotton industry. The cotton textile in- 
dustry is now making a belated effort to 
organize for research. 


Older Industries Last to 
Adopt Research 


HE experience of our division in pro- 

moting research in specific industries 
has demonstrated the truth of the statement 
that the older industries are the last to adopt 
research. Compare the relative position, the 
rate of development and growth of technical 
or semi-technical industries, such as radio, 
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Marconi, inventor of radio telegraphy, 

being shown newest developments by 

Dr. Langmuir, perfector of vacuum 
tubes 


electric illumination, telephone, automobile, 
and electrochemistry—five industries which 
have taken important places in our indus- 
trial structure within the last fifty years— 
with older industries, such as textiles, fish- 
eries, and iron and steel. The first group 
of industries have developed during the age 
of industrial research. The second group, 
having their beginnings in the earliest re- 
corded history of man, are steeped in tradi- 
tion and handicapped by prejudice. 

A comparison of the rate of development 
and growth of the two groups of industries 
will furnish proof that the first group have 
developed with the aid of research in dec- 
ades to a position -which has been attained 
by the second group in centuries. The sec- 
ond group of industries, until comparatively 
recent times, were arts as distinguished from 
scientific industries, dependent upon skill 
rather than technical knowledge, employing 
artisans rather than technicians. Textile, 
fisheries, iron and steel, in fact all the older 
industries, have been retarded in their de- 
velopment by the excessive use of hand la- 
bor and traditional technology handed down 
from generation to generation. At no point, 
except within very recent years, has applied 
science touched the course of their evolu- 
tion. Their basic processes and tools are 
the inventions of practical mechanics and 
skilled artisans. 

In the older industries, textile, for exam- 
ple, there has been an over-emphasis on evo- 
lution by improvement in machinery design 
and refinement of process, and too little 
emphasis on revolution by research. The 
redesign of machinery or refinement of 
process has an advantage over research in 
obtaining financial support, because here you 
can see the wheels go round and progress 
is visibly reported. At first there are pencil 
sketches, then blue prints follow, next a 
small model appears. At various stages of 
the development new mechanical motions are 
added or subtracted. Finally a full-scale 
model is demonstrated, and when the new 


machine is completed it may cut down op- 
erations from three to one. The history 
of industrial progress before the latter half 
of the nineteenth century was largely a rec- 
ord of natural evolution. Knowledge was 
accumulated by the cut and try method of 
experience. Twentieth century research is 
accelerated experience. 

Research, nevertheless, is handicapped by 
inherent limitations when an attempt is made 
to dramatize the stages in its development. 
Progress from test tube or laboratory ex- 
periments through semi-commercial scale 
development, and finally the transition to 
full-scale operation, seems to be only of 
academic interest. The cycle of research 
from test tubes to earnings paid out of 
commercial operation is written in labora- 
tory note books or buried in the financial 
pages of the newspapers. 


Movements by Groups 


ESEARCH has proved a _ formidable 

weapon in the new competition—the 
competition between industries. Ten thou- 
sand trade associations are now operating 
in the United States. Their group activi- 
ties, organized in the interest of the indus- 
try as a whole, include cooperative buying, 
advertising, publicity, research, and a host 
of other actvities. A recent survey shows 
some ninety trade associations actively en- 
gaged in cooperative research. Less than 
half of these publish the amount of their 
annual expenditures for research, yet those 
reporting present an imposing total of 
$15,000,000 spent in this division of their 
activities. 

Most of the basic industries and prac- 
tically all of the commodities in general use 
are included in the list of cooperative or 
associated research groups. There is iron 
and steel, copper and brass, lumber and 
wood, brick and, clay, cement, glass and 
paint, and varnish as well as silk, cotton, 
paper, leather, to name but a few in the 
single field of materials. 

The importance of research as a valued 
tool in building up the general industrial 
structure of the United States is clearly 
demonstrated by the findings of a recent 
survey which reported that we are spending 
approximately $200,000,000 annually for re- 


A great roll of rayon—the silk of 
research 


June, 1927 


This testing machine at the Bureau 

of Standards, in Washington, can ex- 

ert a pressure of 5000 tons. It can 
break steel girders or brick walls 


search. Of that amount the government is 
spending one-third, while industry is match- 
ing the government appropriations two dol- 
lars for one for research. There are over 
a thousand research laboratories, exclusive 
of government and university research agen- 
cies, representing practically every field of 
industry at present. The universities and 
technical colleges spent $1,250,000 last year 
for engineering, technical, and industrial re- 
search. 

The National Bank of Commerce in New 
York, recently, in analyzing basic factors 
in the present era of prosperity, had this 
to say of the importance and value of sci- 
ence in American industry: “Not only are 
we freely utilizing the processes being de- 
veloped elsewhere, but individual industries 
and groups of industries are making great 
expenditures for research of a type to be 
directly productive, and a few are doing re- 
markable work in theory.” 

Of the ten great industrial corporations 
which led the income tax list in 1926, seven 
have research laboratories as integral units 
of their manufacturing plants. The United 
States Steel Corporation, which heads the 
list, recently added a research laboratory as 
a “technical asset” behind the balance sheet. 


Where Is Industry Going ? 


HE record of development of American 

industry and commercial achievement is 
written in the income tax returns. As to 
how long the present era of prosperity will 
continue, there is great diversity of opinion. 
Analysts are busy searching out the basic 
factors; statisticians present formidable ar- 
rays of factual data as proof of their theo- 
ries, and bankers keep daily tab on the 
shifting currents; they watch the surface 
ripples for a sign as to which way the wind 
is blowing. 

Statistics, barometer charts, market let- 
ters, business cycles, car loadings, as indi- 
cators of the state of industry or trade, are 
accessories after the fact. They are based 
on past performance. 

(Continued on page 924) 


870 
PA 
4 i "a & 4 
Heid. | 


Loans for the Flooded Fafmer 


By W. A. HICKS 


|President, Arkansas Farm Credit Company, Little Rock 


The Plan of Credit Extension by Which)Planters in the Dev- 
astated Areas of the State Are Obtaining Seed, Implements and 


Live Stock with Which to Start Anew. 
The Rediscounting Privilege. 


HE press of the nation during the 

past five weeks has published much 

news about the Great Flood in the 

Arkansas, White, and Mississippi 
River Valleys, which flood at the time of 
writing this article is centered in the south- 
ern part of Louisiana and, perhaps by the 
time it is printed, will have emptied itself 
into the Gulf of Mexico and be a thing of 
the past, except in a few cases, on account 
of low lands, the water left by the flood will 
have to disappear through seepage and 
evaporation. 

The news articles, which have in many 
cases been alarming, have not, in my opin- 
ion, overestimated the conditions that ex- 
isted during the time of the high water. 
Of course it is to be expected that an esti- 
mate of damage on things unseen would 
be larger than really existed, and such has 
been found to be the case in Arkansas. 
Farm property has been badly damaged. In 
most cases, however, the damage has not 
been as great as was at first estimated, and 
in some cases the overflow has been a bene- 
fit to the land instead of a detriment, be- 
cause of the rich deposit that was left when 
the water receded. 

Coming as it did during. the planting sea- 
son, the flood caused a loss of seed and of 
the labor used in planting, because all of 
the overflowed lands had at least been par- 
tially planted at the time of the high water. 

In many cases the damage has been so 
severe that the farmers concerned would be 
unable to replant without new financing, as 
many had already obtained from the banks, 
merchants or other lending agencies ad- 
vances to carry them up to the present time. 
Other farmers did not have sufficient in 
the beginning to obtain credit from a bank, 
merchant or other lending agency, and for 
that reason were using their own resources 
until they could build their assets to a posi- 
tion that would entitle them to credit. Such 
assets were wiped out, leaving them with- 
out money or credit. 


The Loan Plan 


le order to rehabilitate farmers, the peo- 
ple of this state organized the Arkansas 
Farm Credit Company, with an authorized 


capital stock of $1,000,000. The company 
is lending direct to the farmers under the 
following loan regulations: 

It is the desire of this corporation to con- 
fine its operations to the lending of money 
to farmers for agricultural purposes only, 
which include the purchase of food, feed, 
seed, and where necessary live stock and 
farm implements, in order to assist in the 


raising of a crop for the year 1927, and it 
is also our desire not to make loans to appli- 
cants who can be financed through other 
lending agencies. 

Individual loans are not to exceed $4.50 
per acre on land planted to cotton, and $2 
per acre on land planted to feed crops, 
where borrowers feed their live stock. 

Individual loans are not to exceed $3 per 
acre on land planted to cotton and $1.50 
per acre on land planted to feed crops, 
where borrowers do not feed their live 
stock. 

Where necessary to buy live stock or 
farm implements, or both, the actual cost 
of these may be added to acreage advance. 
Where necessary to pay existing obligations 
secured by live stock or implements, or both, 
and held by the actual sellers, and who will 
not subordinate their liens or mortgages in 
favor of loans made by this company, then 
the amount necessary to pay such obligations 
may be added to acreage advance. 

Where necessary to buy seed for plant- 
ing, the maximum amount of fifty cents 
per acre—both for land planted to cotton 
and feed crops—may be added to acreage 
advance. 

Loans will not be made for the purpose 
of paying existing obligations except where 
the obligations are secured by liens or mort- 
gages on live stock or farm implements, 
or both, and where said liens or mortgages 
are held by creditors who actually sold to 
the borrowers such live stock or farm im- 
plements, and who will not subordinate their 
liens or mortgages to those given this com- 
pany. 

Loans will not be made where borrowers 
have existing obligations to banks, supply 
merchants, landlords, or other lending agen- 
cies secured by liens, mortgages, etc., on 
property to be pledged as security for loans 
made by this company, unless existing 
creditors subordinate their liens, mortgages, 
etc., to those given this company, except 
that where liens or mortgages are held by 
creditors who actually sold to the borrower 
the live stock or farm implements securing 
such liens or mortgages, the amount of such 
loans may be included in loan made by this 
company to the borrower and such lien or 
mortgage retired. 

All existing crop or rent liens or mort- 
gages, or both, must be subordinated in 
favor of this company. Notes to carry 
maturity of Oct. 1, 1927. Renewal of notes 
will not be permitted. 

The Notes are to carry 6 per cent in- 
terest per annum from date until due, 
payable in advance, and 8 per cent interest 
per annum for the time they run past due. 
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Loan Limit Per Acre. 
Will Enlarge Loanable Funds. 


Loans made to tenants or share croppers 
are to be secured by all personal property 
belonging to borrower, including live stock, 
farm implements, etc.,and crop for the year 
1927. 

Landlords whose lands are being farmed 
by borrowers must indorse notes of bor- 
rowers, waive rent liens, and become parties 
to mortgages given to this company by ten- 
ants or share croppers. 

Where it is preferable, loans may be made 
to landlords, who supervise the farming op- 
erations of their tenants or share croppers 
for the purpose of financing the tenants or 
share croppers in lieu of lending direct to 
such tenants or share croppers, in which 
event landlords are to obtain from the ten- 
ants or share croppers notes covering the 
amounts they agree to advance during the 
season, such notes to be secured by personal 
property, including live stock, farm imple- 
ments, etc., and the 1927 crop of tlie ten- 
ants or share croppers. The notes and 
mortgages must be assigned to this company 
as security for loan made to landlord in 
addition to other security given by landlord 
to the company. 

As additional security, mortgages on real 
estate should also be obtained wherever 
possible—even though they be a second or 
third mortgage. 

The borrower must furnish a financial 
statement, regardless of his financial con- 
dition. Landlords who indorse notes of 
borrowers must also furnish financial state- 
ments regardless of their financial condition. 

All mortgages must be made in duplicate, 
both copies signed and acknowledged and 
sent to the home office with other papers 
in connection with loan. 

All members of the local loan committee 
must approve each loan submitted by them. 

The company has no regular forms for 
land mortgages, and in taking such mort- 
gages the regular land mortgage form that 
is commonly used in Arkansas will be satis- 
factory. 

Loan committees, consisting of three 
members each and located in various sec- 
tions of the flooded areas, have been ap- 
pointed to consider all applications for loans. 


The Rediscount Privilege 


HE Arkansas Farm Credit Company 
has a rediscounting privilege with the 
Federal Intermediate Credit Bank of St. 
Louis, through which arrangement the lat- 
ter will discount paper to the extent of 
four times the amount of capital of the 
Arkansas company; the capital is invested 
(Continued on page 930) 
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THE BANK ROUTINE 
and Beyond! 


MIDELITY to the routine 
of the daily job is a great 
thing. It is the hand rail 
by which men climb, but 
this same routine will ex- 
ert a baneful influence on 
any man and every man if he does not 
watch out. It is not enough in these times, 
or indeed in any times, that a man shall be 
faithful and diligent in the performance of 
the ordinary duties—it is not enough even 
though the daily tasks become more and 
more important. 


THE RACE is not to the swift. In business 
the race is to the man who eats low, thinks 
high, and as Emerson tells us, listens alertly 
for the voice of his soul. Advancement is 
most of all for the man who actually knows 
and is actually alive to the fact that most 
men use but a wee bit of the mental energy 
of which they are capable—that the aver- 
age worker but little suspects the depth of 
his own soul! 


Ler not the day’s routine, important 
though it may be, constitute the day’s 
work. Every man has time occasionally to 
mount a tower in his mind and look for- 
ward—yea and backward too—to ascertain 
how straight a course he has traveled thus 
far! 


THE RACE may be to the swift of foot— 
seemingly—but how pitiful is the runner in 
comparison with the locomotive; how cum- 
bersome the engine in comparison with the 
airplane, and how hopelessly outclassed all 
of these are in comparison with the voice 
that speeds overseas in the night and gives 
its message unerringly and on the instant! 


ALL oF the inventions of the age and of all 
the ages that are behind us have their mes- 
sage for the man at the window and the 
banker at the desk. And the message is that 
all ways of saving labor and doing work; all 
ways of rising above the plane of mere ex- 
istence; all wonderful machines and devices 
that we have are only externalizations of 
something in the human mind. All of our 
so-called great advances in science, inven- 
tion, in industry, commerce and the arts, 
all the noble services individuals have ren- 
dered to mankind have not exhausted the 
wealth and the mystery of the unknown 
world or the possibilities of the human 
mind. Instead, they are merely suggestive 
of other and better things still to be ac- 
complished! 


So THE average man is, or should be, some- 
thing like a radio receiving set. If he but 
attunes his mind to listen to the murmur- 
ings of his own soul he may yet find himself, 
and finding himself, find a man greater than 
he had ever dared to dream of! 


To BE CONTENT with the day’s routine is 
therefore to live a small and narrow life 


when the way is wide open to live a bigger 
and broader life! 


THE ONE way to rise above the routine 
without neglecting it is to utilize the mar- 
gin of time that everyone has for the 
improvement of mind and body, and no 
margin is so small that it is not precious in 
possibilities. 

“Too TIRED when the day’s work is done,” 
says someone, who does not know and 


never suspects that in the pursuit of knowl- 
edge there is both rest and inspiration. 


Ir 1s Not the daily grind that kills men’s souls. It is their own 
failure to look up — and to listen! 


James E. CLark 


When writing to advertisers please mention the American Bankers Association Journal 
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Three Phases of the Stock 
Market’s Rise 


By CHARLES F. SPEARE 


Characteristics of the Bull Market of the Last Two and One- 


Half Years. 


Its Many Bewildering Sides. 


Comparisons of 


Ten Rails and Ten Industrials. An Increase of Fifteen Billions 
in the Value of Listed Securities. The Factor of Easy Money. 


WO eastern railroad presidents, 

guests at a dinner in New York 

last winter, were discussing the stock 

market with particular reference to 
the shares of their companies. Just at 
that time there were rumors of a change of 
control of one of the roads. Its common 
stock had suddenly become very active and 
unusually strong. Discussing this situation 
the head of one road said to his fellow 
executive : 

“Somebody without knowledge of condi- 
tions seems to be buying*our stock. They 
wouldn't if they knew it had no actual 
value.” 

A few weeks later this presumably worth- 
less stock was quoted three times above its 
earlier level. 

The second railroad president was also 
skeptical of the stock market’s steady ad- 
vance, and especially, of the persistent ac- 
cumulation of the shares of his company. 
Said he to his companion of the evening, 
“T guess I'll let them have a little.” He did; 
quite a little. A month or two later he 
could have obtained a bid for the entire 
floating supply at double the figure at which 
he had so cheerfully parted with a major 
interest in his road. 


A Queer Characteristic 


T has been characteristic of the bull 

market of the past two and a half years 
that securities that had never before 
measured up to the standards required for 
high ratings were more in demand than those 
with a long dividend record to support them 
and a series of very 


There have been three phases of the 
present rising stock market. First it 
gathered up the slack in values that had 
been lengthening for several years. Next 
it slowly, and then with great speed, began 
to adjust its price level to a series of 
startling industrial changes which spelled 
the greatest aggregate as well as the largest 
individual profits in the country’s history. 
Linked with this was the renaissance in the 
world of steam transportation. It was 
during this second stage that the mind 
of the investor underwent a reformation in 
which he looked back at the capital depre- 
ciation of fixed interest securities over a 
period of years and began to flirt with com- 
mon stocks, and later, became wedded to 
them. 


The Most Confusing Phase 


HE third phase is the one in which the 

market now moves. It is the most con- 
fusing of the three. It is a period of 
doubt as to values and of a searching about 
for conditions that seem to justify those 
values. This may be said to be the day of 
the visionary in the market for having re- 
sponded to all of the factors of earnings, 
combinations, the new and profitable dis- 
coveries of science, Old World betterment, 
gold inflation and the most sympathetic ad- 
ministration at Washington that business 
has known since McKinley, the only re- 
maining influences are those of easy money 
and such “deals” as the imaginative can con- 
coct. The decision and tenor of the Inter- 
state Commerce Commission in denying the 
southwestern railroad merger places severe 


limitations on the invention of those who 
have been dishing up strange stories of 
mergers, contests for control, and stock 
dividends for the past year or so. 

The present bull market is sometimes 
spoken of as one that has been running its 
course for a period of years. This is hardly 
accurate. It is true that there have been 
some shares in avhich the advance has been 
fairly constant ever since 1919. The 
majority, however, have had intervals of ex- 
treme depression, as between 1919 and 1921, 
when the deflation movement was in 
progress, and again, during the ebb in in- 
dustrial activity in 1923. From January of 
that year to November, 1924, six industrial 
stocks of the ten appearing in the sub- 
joined table, declined from 15 per cent to 
55 per cent of their previous market value. 
On the other hand eight of the ten rail- 
road shares advanced, three quite sharply. 

The real bull movement has occurred in 
the two and a half years since the election 
of Calvin Coolidge in November, 1924. The 
only break in it of importance was in 
March, 1926. At that time it seemed as 
though the advance had been permanently 
checked. It was soon going up as rapidly 
as before. The present range of prices is 
40 points on the average higher than a year 
ago. The swiftest pace has been that of 
the first five months of 1927 when “new 
high averages” have been reported day after 
day and many hundreds of millions of dol- 
lars of market value have been added to 
stocks and the price of stock exchange seats 
has been lifted to $215,000. 

Of the two groups, rails have acted 

the better during the 


high price perform- 
ances to give them 


Ten Railroad Stocks 


a speculative flare. Dec., 1919 = Jan., 1921 Jan., 1923 
The ma > Atchison, 84 83% 101% 
The on the out Baltimore & Ohio, common.........- 34 37 
side of business Chesapeake & Ohio, common......... 74% 
situati i Erie, 4% 11% 
si » COl 70% 
eee with his Great Northern, preferred........... 79% 78% 76 
mind unprejudiced New York 70% 75 
by familiarity with Pennsylvania 40% 40% 467% 
Southern Ry., 24 24 25% 
the weak features St. Louis, San Francisco, common.... 17 24 22 
of it, has taken the Union Pacific, common..........+.-+ 124 120 13834 


profit that was 


Ten Industrial Stocks 


within reach of the Dec.,1919  Jan.,1921 —‘Jan., 1923 
insider. It might American Smelting & Refining, com... 6s 
be saic American Sugar Refining, com........ 139 2% 
said that American Telephone & Telegraph.... 97 95% 124 
stocks are not with- American Woolen, com..........+++- 130% 61% Rs 
out hono ave in Baldwin Locomotive, com........... 1234 87 4 
Bethlehem Steel, 92 54 63 
the minds of those Cerro de Pasco..............000000e 597% 26% 45 
who struggle month United States Steel, com............ 107 81% 108% 
b 88 United States Rubber, com.......... 126 64% 57% 
y month to show Western Union Telegraph Co........ 87 85 112 


earnings on them. 


past twelve months. 
For the post-election 


Nov., 1924 May 21,1927 period the ten issues 
107 18376 selected and appear- 
83 1821 ing in table 
28% 53% show an average 
62 e 
108% 13414 advance of 53 points 
44% since November, 

2 
11436 1924. Four of this 
138% 180% number have doubled 

in market price. 

Nov., 1924 May 21,1927. One has had an 
80% 162% appreciation olf over 
33% Bs, 200 per cent. 
ie 185% The ten industrial 
116 arr shares that have 

I 
40% 6112 been used for com- 
109 parison rest on the 
ie" 163 same capital base as 


they did in 1924. In 
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other words, their par value has not 
been changed, nor has there been a split- 
ting up of shares to bring confusion into 
the price picture of 1927. In this list the 
average gain has been 37 points, although 
American Woolen common stock is off over 
36 points. The transitory character of in- 
dustrial prosperity and, particularly, the de- 
cay that seems to have set in in some lines 
of trade, is fairly well intimated in the 
price currents noted in this chart. 

If we were to take another measure of 
the industrial stock market and use a group 
of shares of recapitalized companies instead 
of the one actually employed, the results 
would be more favorable and more in line 
with the description of the market as “the 
greatest in history.” The holder of the 
original shares of General Motors, Wool- 
worth, S. S. Kresge, National Biscuit, 
American Can, Corn Products, R. J. Rey- 
nolds, South Porto Rico Sugar, Du Pont, 
International Business Machine and Liggett 
& Myers, to name a few, has seen them 
increase in value many fold in the last 
five years. The holder of one share of old 
General Motors common stock of $100 par, 
who took in exchange ten shares of no par 
and four years later accepted the revalua- 
tion on the basis of four to one, has today 
the equivalent of about $800 a share against 
200 with dividends meanwhile of over $150 
for every $100 share. Other situations have 
been even more conspicuously profitable to 
the patient holder. Going further into the 
realm of the public utility holding company, 
whose shares were pyramided in 1925 until 
many of them toppled over, we still find 
the original holders with great increments 
in spite of the wave of liquidation that swept 
over this section of the market and carried 
one wealthy adventurer to the verge of 
bankruptcy. 

Not all stocks have been strong. A com- 
parison of prices today with those of a year 
ago would reveal dozens of shares that 
had had a serious decline and are now 
selling at only a moderate percentage of 
their values of a year or two ago. This 
is especially true of industrial and public 
utility issues which ran ahead of the rest 
of the list and exhausted their speculative 
possibilities early in the bull campaign. 

One very significant phase of the advance 
has been the great percentage of apprecia- 
tion in the stocks of independent or un- 
attached railroads as compared with that 
in the “standard rails.” In the first group 
the gain in a typical list of ten issues has 
been 530 per cent whereas it was only 65 
per cent in the quality group. Some of the 
former have increased their values ten fold; 
others twenty fold. Obviously they started 
from a low level. 


Increase of $15,000,000,000 


RESIDENT E. H. H. SIMMONS of 
the New York Stock Exchange, in his 
annual report for 1926, stated that between 
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January 1, 1925, and the same date in 1927 
there has been a rise in the total market 
value of listed securities of nearly $15,000,- 
000,000, or from $60,684,000,000 to $75,543,- 
000,000. In the past four months, during 
which the market pace has been swifter than 
in any other and the advance subject to 
almost no interruption, another $1,000,000 - 
000 has been tacked on to these values. Not 
the least remarkable feature is that the 
country should be able to absorb this flow 
of new securities, viz., $11,300,000,000 listed 
stocks and $3,600,000,000 listed bonds in 1925 
and 1926 with an additional $4,000,000,000 
of stock and bond offerings in the first five 
months of 1927. The banks have been good 
customers of the salesmen of securities as 
the increase in investment holdings of the 
member banks from $4,555,000,000 to $5,924,- 
000,000 in less than two and a half years 
suggests. But the biggest buyer has been 
the individual whose income or profits from 
business or whose wages have been mounting 
up with the country’s prosperity. 

Stocks may continue to advance for some 
time yet. Probably those that still give 
the buyer a good return compared with the 
existing money rate will enjoy a further 
appreciation. But few may now be said 
to be cheap. The individual who is defiant 
toward each evidence of organic weakness 
will some day experience a sudden if not 
fatal collapse. The stock market has ex- 
hibited a similar cynicism to half a dozen 
incidents this year that should have made 
it pause and measure up the consequences 
of the banking crisis in Japan, the war in 
China, the Mississippi Valley flood, the 
débacle on the Berlin Bourse in early May, 
and the troubles of the oil industry. On the 
day when the Interstate Commerce Com- 
mission plainly emphasized its unwillingness 
to approve railroad mergers set up in the 
fashion of the hour the stock market went 
boldly ahead and reached a new high aver- 
age. This sort of speculative bravado is 
a sign of weakness, not of strength. 


Cannot Ignore Factor of Easy 
Money 


HE factor of easy money, however, can- 

not be ignored. It is likely to continue 
for months to come. There is nothing 
in sight to disturb it. To date the element 
of inflation from enormous gold holdings 
has not been conspicuous. Prices have cor- 
responded naturally, with exceptions, to 
earnings and dividend income. We are still 
a long ways from the level of quotations 
for railroad stocks that prevailed twenty 
years ago. At that time the dividend re- 
turn was frequently not over 4 per cent. 
Now it is seldom below 5 per cent on what 
are known as “standard rails.” The same 
is true of bonds. The present generation 
of investors simply cannot adjust its mind 
to railroad first mortgages selling to yield 


only 4.10 per cent to 4.20 per cent, and 
tax-exempt issues returning 334 per cent. 
A quarter of a century ago, however, when 
money was cheap and abundant, but the 
wealth of the country small compared with 
the present total, these same bonds were in 
eager demand, % to % per cent in yield 
below the current level. 

There is a sustaining factor in the pres- 
ent situation that has never before ex- 
isted. It is that of the investment trust, 
Related to it is the individual investor's 
strong drift of sentiment toward common 
stocks rather than to bonds. Just how many 
hundreds of millions of dollars in stocks 
have been absorbed by these trusts and 
taken permanently out of the market, it is 
impossible to say. Some part of the origi- 
nal pucchase has been converted into cash 
as prices of individual shares have gone 
beyond reasonable limits. But the bulk is 
still intact. Furthermore, with any consid- 
erable decline in the average of common 
stocks, there would be a very great demand 
from these trusts. So there is a new poten- 
tial purchasing power under the market that 
is entitled to respect. This is true also of 
the individual who has probably liquidated 
a portion of his holdings already, but who, 
being better acquainted with stock equities 
than the preceding generations of investors, 
would undoubtedly come back as a buyer 
on a large scale after a moderate reaction. 

It is estimated that the American public 
has invested $500,000,000 in these trusts 
within the past three years. Interest in 
them and their possibilities and functions 
is increasing steadily. At the moment of 
writing at the end of May one of the 
largest private banking houses in the United 
States is negotiating for an issue of the 
bonds of one of the earlier formed trusts 
whose units of common and preferred stocks 
have been widely placed throughout the 
East. 

“There has rarely been a period in our 
lifetime when it was so difficult to read, 
interpret, and foreshadow the movement of 
financial markets by their movements in 
bygone days,” writes a student of finance 
at the end of May. This aptly describes 
the bewilderment of those who still hold 
stocks in whch large profits have accrued, 
as well as of others who are tempted by 
continuous advances to risk their capital at 
this late hour. 


Life Insurance Grows 


ORE than $80,000,000,000 in life in- 
surance was in force in the United 
States at the end of 1926. On a per capita 
basis, this represents $678 for each man, 
woman, and child. 
Although group insurance was not intro- 
duced until 1911, more than $1,000,000,000 
of this type was sold during the past year. 
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As Cartoonists View Events of the Day 


It Must Never Happen Again—Orr Called In—Chapin in the Philadel- 
in the Chicago Tribune phia Public Ledger 


There Are Lots of Chores Around Another Flood Sufferer—Harding im “T Say, 
the Place He Could Do.—Orr in the the Brooklyn Daily Eagle Play!”—Donahey in the Cleveland 
Chicago Tribune Plain Dealer 


CROPS 


COME IN AND TALK 
FPOVER WITH us 


The Spirit Triumphant.—Alley in the Some Day Maybe We'll Get Around Better Than Warning Him Against 
Memphis Commercial-A ppeal to Do Something About It!—Ding in Cotton—Alley in the Memphis Com- 
the New York Herald Tribune mercial-A ppeal 
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No Time for Make-shifts 


F some foreign power should suddenly seize the 

most barren, worthless county in the United States, 
we would be up in arms to recover it. If some foreign 
power invaded a town and drove the residents from 
their homes and firesides, the whole of America would 
demand that the wrong be righted and that these people 
be restored to their homes and be protected, if it took 
an army of 5,000,000 men to do it. Everyone, too, 
would demand that steps be taken, without regard 
to cost, to see that the evicted citizens should be pro- 
tected in the enjoyment of their homes and in the pos- 
session of their properties. 

Well, not one but many counties have been literally 
taken away from the United States by the floods of 
the Mississippi and its tributaries; not a few but a 
multitude of people have been driven from their homes, 
and for many of these people life will never be quite 
the same, because recovery is impossible and members 
of families have been lost. 

The floods in the Mississippi region are no sectional 
floods. The flood devastation is a national concern, 
striking at the peace, happiness and prosperity of the 
country just as truly as if a foreign foe invaded, pil- 
laged and killed. The foreign foe that seized our 
lands and killed our people would be driven out in a 
manner precluding all possibility of a recurrence of 
such a disaster; the nation should grapple with the 
flood menace with a determination to so overcome it 
that these invasions, this loss of life and property 
shall not be repeated. 

It is a mighty task—a piece of engineering that will 
require the expenditures of many millions, some of 
which must be used in places far removed from the 
devastated regions. It is an engineering problem calling 
for the highest skill and for professional daring, and 
in solving the problem there should be no weak com- 
promises with stern realities—no make-shift measures, 
for make-shifts, at the best, will give only temporary 
relief and in the long run will probably be revealed as 
wastes brought about in the name of economy. 

The catastrophe in the basin of the Mississippi is 
a national calamity, which, if studied only in its eco- 
nomic and commercial aspects, reveals a loss now and 
a future menace too great to evade or dally with. 

When we add to those considerations the spectacle 
of a multitude of our own people driven forth from 
happy and prosperous homes, to wander, like the war- 
harried hordes of Europe—they know not where, and 
to be fed by the hand of charity—the discussion of 
statesmen must be brief and the problem be quickly 
passed on to the engineers, broadly commissioned to 
produce results quickly! : 


Take a Leaf from Business 


FTER all the years of discussion of the farm prob- 
lem and after examining many proposed reme- 
dies and witnessing the efforts to get them through 
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Congress the views of Dean Russell of the Agricul- 
tural College of the University of Wisconsin, printed 
in this issue, may be refreshing to a tired and confused 
world. 

Dean Russell with characteristic directness and un- 
failing clarity points the way to the betterment of the 
farmer. Practical man that he is, his remedy does not 
call for new and additional credit, nor for the enact- 
ment of more law. 

As is often the case, the real remedy lies close at 
hand ready for application. Dean Russell advises the 
farmers to take a leaf from the experience and the 
methods of big business, and he shows especially in the 
matter of dairying how easy it is to turn a practice that 
is a financial drain into a desirable farm profit. 

Dean Russell’s presentation of the farm problem and 
the way to solve it will appeal with most force to farm 
folks themselves and among them it should have the 
widest possible circulation. 


Rehabilitation Abroad and At Home 


F2 years there has been a lot of concern over 
rehabilitation. American investments looking toward 
the uplifting of Europe from the prostration the war 
caused have been without precedent. Apparently apa- 
thetic for a long time, America nevertheless promptly 
absorbed foreign loans with an appetite surprising after 
what was thought to be utter indifference. 

Now America has a large scale rehabilitation prob- 
lem of its own in which areas that would make a king- 
dom are involved and with half a million victims con- 
cerned. These half million people are fellow citizens. 
Their industry, their habits and their traditions are a 
known quality. The rest of the United States has pur- 
chased the things that they have had to sell and the 
regions devastated by the flood constituted a consider- 
able part of the domestic market. 

All the well-known arguments used in behalf of 
Europe now apply with equal force here at home. If 
it were well that we should assist Europe to get going 
to the end that we continue to have a European market 
—to the end that Europe be prosperous. else it could 
not purchase our products—then it is well that we 
should see that the part of our domestic market spoiled 
by the flood be set up again and with all speed. 


The Cost of Trade Opportunities 


HE disclosures resulting from the government 
raid on headquarters of the Russian Trade delega- 
tion in London were not astonishing. The astonish- 
ing thing is that even under the pressure of a labor 
government, the setting up of such a base of radical 
propaganda should ever have been countenanced. The 
expectation that a people with a fanatical purpose 
would be restrained from the pursuit of their mischiev- 
ous intents was an unreasonable expectation. 
Gains in trade, however large they may loom in a 
statistical report cannot be in reason compared with 
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that destruction of liberty and of institutions which are 
the avowed objects of the Russian Reds, aiid so the 
statements made in the House of Commons after the 
raid that a break with Russia would mean a loss in 
orders calculated to employ 5,600 men a year in the 
most depressed British industries is more or less beside 
the mark. 

How many orders and in what amount would com- 
pensate Britain or America for the misleading of 
hordes of its ignorant, susceptible people who are al- 
ways ready to join a wolf pack? 

Here in this country there is at present no grief over 
commercial losses—real or imaginary—because we have 
no diplomatic relations with Russia, and whatever else 
the London raid may reveal it reveals that our own 
policy of aloofness is sound, and that our patience is 
nerhaps greater than our discretion. 


National Wealth and Income 


CCORDING to figures presented by the National 
Industrial Conference Board the estimated na- 
tional wealth for the year 1925 was $355,300,000,000 ; 
the estimated national income for the vear 1926 the 
Board places at $355,300,000,000. 

But quite as interesting as the estimates are the ques- 
tions which the Board itself raises in relation to the 
terms “wealth” and “income.” 

“Are such assets,” it asks, “as the health, stamina, 
and intelligence of a people, the qualities of the climate, 
the advantages of geographical location, the benefits of 
good government and the like, part of the national 
wealth, and how are they to be valued? Do titles to 
physical property or liens upon income, such as patents 
and copyrights, or privileges such as franchises, rightly 
appear in the national wealth or not? Is the wealth 
represented by physical property increased or dimin- 
ished merely because of a change in the price which 
that property commands from year to year, due to 
changes in the psychology of the market or in the value 
of the dollar? Can the national wealth be rightly said 
to include government securities held by individuals 
and representing public property destroyed in war? 
Does the extension of public ownership of property 
really alter the national wealth or only individual 
wealth? Does wealth consist in the actual thing pos- 
sessed, in its money value, or in its capacity to yield 
income or satisfaction? Can wealth be compared in 
the same terms in a nation like the United States and 
in a country like China, where people do not care about 
the things we value? Finally, is the wealth of a nation 
or of a state to be considered as what its inhabitants 
possess or merely as what lies within its borders? 

“So, too, the concept of national income raises many 
parallel questions. Does it include the value of intan- 
gible satisfactions received during the year by reason 
of increased leisure, better weather, peace or the like? 
Does it include the value of the enjoyments or benefits 
which flow to individuals during the year from the use 
of personal possessions, such as clothing, furniture. 
automobiles and books, or of public works acquired and 
paid for previously?” 

In a notable article printed in the JouRNAL last Sep- 
tember Thomas N. Carver, Professor of Political 
conomy at Harvard University declared that we were 
prosperous because of our ideals. “Here we have the 
very corner stone of all our national prosperity,” he 
said, and if he is right, then what value is to be placed 
on our ideals in estimating our national wealth ? 
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A Prolific Cause of Losses 


REPORT of a committee of the Minnesota leg- 

islature appointed to make a study of the bank- 
ing situation in that state, is an interesting contribution 
as to the causes of bank troubles and bank failures. 

It tells for illustration of the practice of disposing 
of real estate mortgages under a guarantee by the bank 
official in charge. The practice has created a peculiar 
situation which will not be wholly cleared up until,after 
some cases pending in the courts have been decided. 
One effect of these guarantees is that “in many of the 
closed banks it has been found difficult to ascertain the 
exact amount of liabilities of the institution by reason 
of such guarantees,” all of which may be taken as time- 
ly warning by reason of the new interest in real estate 
that the McFadden Act has created for national banks. 

second mortgage is not generally regarded as a 
thing of much liquidity, hence the report of the Com- 
mittee’s estimate of the percentage of real estate secur- 
ity held by banks in the form of second mortgages may 
be astonishing in some circles. 

“The investigation of the Committee,” says the docu- 
ment, “further reveals that one prolific cause of losses 
has been the loaning of money on second mortgages. 
The testimony shows that 90 per cent of real estate in 
open as well as closed banks, got into the bank through 
second mortgages. It does not require much argument 
to show that the bank loaning money on securities of 
that sort not only ties its funds up in frozen assets, 
but runs a severe risk of losing its investment entirely 
unless the amount of the first mortgage is such that the 
bank can afford to assume the first mortgage and still 
have enough value in the land to secure its own loan.” 


Well Balanced Industries 


ROM time to time business men of communities 

are forced to the conclusion that a greater diversifi- 
cation of industry would be in the nature of prosperity 
insurance. The dangers to which the one-industry 
towns are exposed like the dangers of one-crop farming, 
are obvious, but the dangers of good sized cities with 
their best industries mainly in one line may be just as 
real though not quite as obvious. 

While everything is prosperous no one particularly 
cares, but when that industry which has been the main- 
stay of a city’s workers is depressed, the ramifications 
of the depression strike every street in the town. 

Some enterprises, from the scope of their operations 
contribute to the constancy of business on a nation- 
wide scale and thus give a by-product service as com- 
munity stabilizers. Among these are the tobacco com- 
panies, the motion picture industry, the chain stores, 
the railroads and the great insurance companies. But 
the city like the farm should seek within its own pre- 
cincts the strength of diversification. 

These times of general prosperity when capital is 
looking for investment and when the mysteries of 
nature appear to be yielding their secrets with less re- 
sistence than ever before, should be good times for 
communities to develop, if they can, a line of diversified 
industries. 


W: have already had in this country the spectacle 
of a run on a bank being stopped through the use 
of the airplane flying to the rescue with currency 
enough to pay off all timid depositors. Perhaps in 
years to come the plane may on occasion carry financial 
succor over the oceans and thus keep men and institu- 
tions going which isolation would otherwise carry down. 
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Legal Interpretation of McFadden 


Act of 1927 


By THOMAS B. PATON 


General Counsel 


Loan Limit Provisions. Accommodation Paper. Renewed Com- 
mercial Paper. Automobile Paper. Commodities in Process of 
Shipment. Live Stock Loans. Real Estate Loans. Building and 
Loan Plan. Savingsand Time Deposits. The Branch Provisions. 


INCE the passage of the McFadden 
Act on February 25, 1927, the office 
of the General Counsel has been 
called upon by a number of banks in 
different parts of the country for an inter- 
pretation of a number of its provisions. The 
text of the Act was published in the JoURNAL 
for February (before its final passage and 
approval) and a general analysis of its pro- 
visions was given in the March number. 

A synopsis of many of the questions asked 
and replies made is given below. A perusal 
of the questions indicates that the loan limit 
provisions and the real estate loan pro- 
visions are the most frequent subjects of in- 
quiry, while there have been several ques- 
tions relating to the branch bank provisions 
and other features of the Act. The opinions 
given, it is trusted, have been helpful al- 
though they have not the same sanction as 
an official opinion or ruling by the Office 
of the Comptroller of the Currency. Without 
doubt that office has been the place to which 
the largest number of inquiries have been 
directed concerning what may and may not be 
done under the McFadden Act and it would 
be valuable if some’ official publication should 
be made giving the interpretive opinions of 
the Comptroller and Deputy Comptrollers. 


Loan Limit Provisions 
Exceptions to 10% Basic Limitation 


ROM WASHINGTON—We have been studying 

the provisions of the so-called McFadden Bill. 
For the most part, they seem fairly clear, but 
Section 10, regarding the limitation of loans of 
national banks to any one borrower, does not seem 
entirely clear to us. The first sentence is plain 
enough. The second sentence, defining the term 
“Obligations,” seems to include, not only the direct 
obligation of a borrower, but the indirect obligation 
arising from the discount of other notes. Proceed- 
ing then to “Exceptions,’”’ we find under 2 that 
obligations arising from the discount of commercial 
paper, actually owned by the person negotiating the 
same, shall not be subject to any limitation. If 
we read these clauses correctly, this involves a 
contradiction, and we are at a loss to interpret 
them. 


1. The term “obligations” includes not 
only the direct obligation of the maker 
but also the obligation of the indorser, 
drawer or guarantor who obtains a loan 
from or discounts paper with or sells paper 
under his guaranty to the bank. This is 
a change, I believe, from the former law 
under which the 10 per cent limitation ap- 
plied only to the maker and not to the in- 
dorser. While the obligation of the in- 
dorser on paper of another maker owned 
by the indorser is now included in the basic 
10 per cent limitation, it is liberalized by 


Exception 4 so that he can obtain 15 per 
cent in addition to the basic 10 per cent. 

2. The above limitation, I understand, ap- 
plies only to paper owned’ by the indorser. 
It would not apply, I believe, to paper which 
he indorses for accommodation and which 
is not owned by him but is negotiated by 
the maker. 

3. Furthermore, I understand, Exception 2 
to which you refer applies to commercial or 
business paper. If the paper is of this 
character there is no limit. The word “ob- 
ligations” in the second sentence of the first 
paragraph, I think, refers to paper other 
than commercial or business paper which is 
subject to the 10 per cent limit as to the 
maker and the 25 per cent limit provided 
in Exception 4 as to the indorser, where he 
owns the paper. 


Accommodation Indorser 


From Nebraska—1. Section 10, amending Section 
5200 of the Revised Statutes, provides that total 
obligations shall not exceed 10 per cent of the 
capital and surplus. Obligations are defined to 
mean the direct liability of the maker or acceptor 
and the liability of the indorser, drawer or guaran- 
tor “‘who obtains a loan from or discounts paper 
with or sells paper under his guaranty, etc.’”’ As- 
sume that we lend A our limit direct and that in 
order to induce us to make loans to B, A indorses 
B’s paper, being in effect an accommodation in- 
dorser. Should A’s indorsement on B’s paper be 
added to A’s direct liability, thus making a viola- 
tion of the law? In other words, if the proceeds 
of the indorsed or guaranteed paper did not go 
direct to the indorser or guarantor and _ the 
loan is not made directly for the benefit of the 
guarantor or indorser, would his liability as in- 
dorser or guarantor be taken into account in deter- 
mining the amount of credit which could be given 
to him direct for his own use? 

2. Exception 4 to said Section 10 grants an 
additional loaning power of 15 per cent on obliga- 
tions of indorser or guarantor of notes other than 
commercial or business paper owned by the person 
indorsing and negotiating them. What effect is 
to be given to the word “owned” in this section? 
If the indorser or guarantor does not own the 
paper but simply indorses or guarantees for the 
purpose of assisting the maker of the paper to se- 
cure credit, being in effect an accommodation in- 
dorser, would this exception apply? 


1. It is my view that A’s indorsement for 
accommodation of B’s paper does not add the 
amount to A’s own loan limit. In thus in- 
dorsing B’s paper A is not obtaining a loan 
from the bank on the paper or discounting 
the paper with the bank or selling the paper 
under his guaranty to the bank. 

2. Exception 4 would not apply to the ac- 
commodation indorser of paper owned and 
negotiated by another. As I understand, 
under the old law the 10 per cent limit did 
not apply to the indorser who owned the 
paper and obtained a loan thereon from the 
bank, but only to the maker. Under the new 
law the 10 per cent limit applies to the in- 
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dorser who owns the paper as well. Ex- 
ception 4, however, allows him a loan limit 
on such paper of 15 per cent in addition to 
the basic 10 per cent. But the exception 
does not apply to the accommodation in- 
dorser of paper not owned by him but by 
the maker who obtains the loan. 


_ From West Virginia—I would like to have an 
interpretation of the meaning of the second sen- 
tence in the first paragraph of Section 10 amending 
Section 5200 of the McFadden Bill as passed by 
the last a which sentence is as follows: 
“The term obligations shall mean the direct liabilit 
of the maker or acceptor of paper discounted with 
or sold to such association and the liability of the 
indorser, drawer, or guarantor who obtains a loan 
from or discounts paper with or sells paper under 
his guaranty to such association and shall include 
in the case of obligations of a copartnership or as- 
sociation the obligations of the several members 
thereof.” Does this sentence mean that a note 
signed by a Sag as surety would be included in 
the direct liability of such signer? Previous to this 
time, when a person signed as surety, guarantor, or 
indorsed a note on the back wholly as an accom-. 
modation to the principal maker, such an accommo- 
dation maker, indorser, or guarantor was not 
charged with the amount of such note against his 
10 per cent limit. 


As I construe the language, it does not 
apply to the accommodation indorser, drawer 
or guarantor as he does not obtain a loan 
from the bank or discount paper with the 
bank or sell paper under his guaranty to 
the bank in connection with the obligation 
in question. In other words, I think the 
accommodation maker, indorser or guaran- 
tor of the note of another is not charged 
with the amount of the note as against his 
own 10 per cent limit. 

From Kentucky—If a national bank has a capital 
of $100,000 and a surplus of $20,000 and a bor- 
rower secures the limit of $12,000 on his direct 
obligations to the bank, is there any limit to the 
amount of paper which he might indorse as surety 
to said bank; that is, paper on which he has never 
been the owner and i no interest in except to 


accommodate the maker of the note by signing his 
note as surety? 


Question covered in previous replies. The 
10 per cent limit does not apply to the 
accommodation indorser. 


Renewed Commercial Paper 


From Kentucky—If paper which is commercial 
paper is renewed at a national bank, is this charge- 
able as a direct loan to the indorser of same, that 
is the man who indorses the paper on the back 
and transfers title to same? Please distinguish 
between exceptions number 2 and number 4, that is, 
between Commercial and Business paper, and obli- 
gations as indorser or guarantor of notes, owned 
by indorser. 


The renewal would take the paper out of 
the commercial paper class under Exception 
2, which can be loaned on without limit and 
place it in the noncommercial paper class 
under Exception 4 which is subject to the 
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25 per cent limit as to the indorser where 
he owns and transfers the paper. 


Indorser of Noncommercial Paper 


from Pennsylvania—In the matter of obliga- 
tions as indorser or guarantor of notes other than 
commercial or business paper, will you please in- 
form us of the effect thereon of a maturity in 
excess of six months? 


If the obligation is as indorser or guar- 
antor of a note, other than commercial or 
business paper, having maturity in excess of 
six months and owned by the indorser, the 
15 per cent in addition to the 10 per cent 
limit of capital and surplus would not apply. 


From Texas—Recently a national bank examiner 
visited us and claimed that under this new act, 
Section 5200, we could not rediscount for any one 
company their paper in excess of 25 per cent of our 
unimpaired capital and surplus. Formerly we have 
been accepting for rediscount from a certain asso- 
ciated company their paper and no limitation was 
placed on_this particular line of ours by the Comp- 
troller’s Department, except that the paper of one 
maker could not exceed 10 per centum of our capi- 
tal and surplus. In other words, the department 
has heretofore construed that this particular busi- 
ness came under exception 2 of Section 5200, 
whereas the examiner is claiming that it properly 
belongs under exception 4, citing as his authority 
a bulletin from a Federal Reserve Bank. Inasmuch 
as it was our understanding that the new act sought 
to liberalize rather than to further limit national 
banks in their legitimate business, we would thank 
you for your opinion in this matter. 


Assuming that the paper is not commercial 
or business paper of the character described 


in Section 2, but consists of obligations other- 


than commercial or business paper owned 
by the indorsing company, the new excep- 
tion 4 makes a 25 per cent limit. This is 
a change in the former law under which 
the 10 per cent limit applied only to the 
maker and not to the indorser. 


Automobile Paper 


From Oklahoma—We would like to know where 
we are on certain phases of the McFadden law on 
limitation of loans. Examiner here on 21st. We 
have a firm dealing in automobiles. We have 
loaned them, to take on carload lots of new 
cars from $2,000 to $2,500—never more to the 
firm. Cars have been sold and debt been paid on 
an average of twenty days—covering a period of 15 
months in business. We will call the auto firm 
John D——-; their account stood as follows on the 
2\st: 

Firm owed balance on note $500—note had 
run 20 days. 

One partner—individual—$420. 

Notes for cars from customers bought from them 
and indorsed, $6,893. 

Tolal $7,813. 

The examiner stated that we could not loan them, 
together with notes purchased from them, a total 
in excess of $7,500. A note was paid while ex- 
aminer -was here which reduced this to less than 
$7,500. Criticism was not harsh, but we are put 
out of business with this firm, whose business is 
desirable. We want to furnish them, as usual, 
cash to unload a car or cars—and also to continue 
to purchase good notes from them. It is strictly in 
the usual course of commercial business. Some of 
these notes exceed six months, but mostly they 
mature from July to October, this fall. We believe 
that we should be allowed to buy the indorsed 
notes freely, and that it should not be included in 
determining an excess loan to the firm of John D. 
If the law limits us as indicated by the examiner, 
then we are cut out of a nice line of profitable 
business in ig notes from this firm, Fhey will 
be put out of business, as their line is a large 
credit line, well secured and insurance on cars in 
addition. What is the new law? 


If the notes given by the customers of 
the borrower from the bank are commercial 
paper, then according to the exact terms of 
Exception (2) of Section 5200 as amended, 
there is no limitation based upon capital 
and surplus. What is business or commer- 
cial paper is treated in Paton’s Digest 1926, 
opinion 725, with full text in 725a in volume 
2. In the appendix to vol. 1, page 10 of the 
Digest, the following definition is given of 
commercial or business paper: 

“Paper given in payment for any article 
of commerce; paper used in facilitating the 
transfer of property and money in the 
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transaction of legitimate business as dis- 
tinguished from speculative transactions.” 

It seems fairly clear from the above that 
the inquiring bank is correct in its con- 
tention that “we should be allowed to buy 
the indorsed notes freely, and that they 
should not be included in determining an 
excess loan to the firm.” 


From Colorado—The National Bank Examiner on 
a recent visit to this bank has taken the position 
that, under Section 5200 of the recently enacted 
McFadden bill, notes arising out of the sale of 
automobiles where the notes are given direct to a 
finance company or are given first to an automobile 
dealer and transferred to a finance company and 
finally to this bank, by reason of the transter to the 
finance company and the addition of their indorse- 
ment, cease to be entitled to be classed as business 
paper and are therefore restricted to a limitation 
of 25 per cent. This examiner admits that his con- 
tention is not as yet supported by any ruling of the 
Comptroller’s office but is merely his interpretation 
of the law. He advises us, however, that he is 
taking the matter up with the Comptroller and ex- 
pects to have his contention supported by the Comp- 
troller’s office. It seems to us that this class of 
paper is clearly, and the examiner so admits, ex- 
cepted from any limitations by exception 2 of Sec- 
tion 5200. He contends, however, that the transfer 
of the paper to the finance company and the addi- 
tion of their indorsement brings the paper under 
exception 4 of Section 5200, and that under this 
exception the limitation of 10 per cent plus 15 
per cent, or a total of 25 per cent, applies and that, 
in ‘addition, the maturity of the paper must not be 
more than six months. As we read exception No. 
4, it continues to extend the same exception to 
business paper as does exception No. 2 and we can- 
not read into the law anything that would neces- 
sarily change the classification of the paper from 
business paper by the mere addition of an indorse- 
ment to it. If the examiner’s contention is upheld 
by the Comptroller, it will place a restriction on this 
pe of paper which has not heretofore existed and 
will work a considerable ae upon this 
bank, and we imagine on any number of banks 
throughout the country. 


It would be my understanding that notes 
arising out of the sale of automobiles, being 
commercial or business paper excepted under 
exception (2), would retain that character 
equally where first given to a finance com- 
pany and then discounted by a national bank, 
as where given to an automobile dealer and 
discounted for him by the national bank. I 
do not see why the transfer of the paper, 
first to the finance company and its transfer 
by that company to the bank, would bring 
it within exception (4) which limits to 25 
per cent obligations as indorser of notes 
“other than commercial or business paper 
excepted under (2).” 

As I understand, the paper referred to is 
not renewed commercial or business paper 
which would take it out of the category of 
commercial or business paper, but notes 
given in consideration of automobiles. If 
the automobile dealer to whom given should 
discount such paper with a national bank 
and the national bank should rediscount 
same with another national bank, it would, 
it seems to me, retain its character as com- 
mercial or business paper in the hands of 
the second bank and the same reasoning 
would apply where it was first discounted by 
a finance company and then transferred to 
a national bank. The addition of the finance 
company indorsement strengthens the secur- 
ity, and I cannot see why such indorsement 
should deprive it of the character of com- 
mercial or business paper. Why not write 
to the Comptroller of the Currency direct 
stating your views and reasons? 


Commodities in Process of Shipment 


From New York—(1) Will you explain the dis- 
tinction between commercial or business paper, re- 
ferred to in exception 2 of Section 5200 and obli- 
gations as indorser or guarantor of notes other 
than commercial or business paper referred to in 
exception 4? (2) Will you also advise as to the dis- 
tinction between obligations secured by goods or 
commodities in process of shipment referred to in 
exception 3 om obligations secured by shipping 
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documents, warehouse receipts or other such docu- 
ments referred to in exception 6? (3) Also we are 
in doubt as to what to include in the classification 
known as drafts or bills of exchange drawn in 
good faith against actual existing values referred to 
in exception 1. 

1. Exception No. 2 makes no change of 
policy from the former law. There is no 
limit to the amount of commercial or busi- 
ness paper which a national bank may dis- 
count for the owner. But under Exception 
No. 4 obligations in the form of indorse- 
ments or guaranties of notes other than com- 
mercial or business paper, having maturity 
of not over six months and owned by the 
person indorsing and negotiating the same 
are subject to a 15 per cent limitation in 
addition to the 10 per cent. Under the 
former law, no limit was placed on paper 
of this character negotiated by the indorser. 
The character of paper covered would in- 
clude renewed commercial or business paper, 
notes given in connection with speculative 
investments, notes given for personal debts, 
for real estate commissions, to close past 
due open accounts and the like. The indorser 
who obtains a loan on this class of paper 
is now included in the basic limitation of 
10 per cent where there was no limitation 
before but he is granted a 15 per cent addi- 
tional limitation. 

2. Exception No. 6 covers transactions in- 
volving the marketing and temporary storage 
of readily marketable nonperishable staples 
while Exception No. 3 covers goods or com- 
modities in process of shipment. Exception 
No. 3, therefore, would not apply to those 
goods or commodities in process of shipment 
which are in the nature of readily market- 
able nonperishable staples. 

3. You state you are in doubt as to what 
to include in the classification known as 
drafts or bills of exchange drawn in good 
faith against actually existing values re- 
ferred to in Exception No. 1. Exceptions 
No. 1, No. 2 and No. 3 cover the discount 
of paper arising from the sale or transfer 
of actual goods and include drafts or bills 
of exchange drawn in good faith against 
values which actually exist; commercial or 
business paper given in payment of goods 
that have been actually transferred from 
one person to another, and drafts that are 
secured by goods, or commodities that have 
been sold and are in process of shipment. 
There is no limit to the amount of any of 
these classes which a bank may discount 
for a single customer. 


Live Stock Loans 


From Wyoming—It would appear that under 
paragraph 6 of Section 10 of the new McFadden 
Act, a national bank may lend to any person, co- 
partnership, association or corporation, an amount 
equal to 25 per cent of the bank’s capital and sur- 
plus on notes secured by chattel mortgage on live 
stock having a market value at no time less than 
115 per cent of the face amount of the loan. We 
would like to know your opinion on this, and also 
whether in your opinion the time limit of ten 
months on the identical security, as provided for in 
paragraph 6 of the same opinion, applies to such 
live-stock loans? 


The time limit of ten months on the 
identical security does not apply to live 
stock loans. I am inclosing supplement 
to Paton’s Digest, see page 10, Exceptions 
6 and 7, in which this matter is fully ex- 
plained. 

From Oregon—Will you please interpert for us 
Exception Seven (7), Section 5200, of the Revised 
Statutes in reference to loans? We do not under- 
stand whether this section means that loans made 
to parties under this law must all be secured by 


shipping documents in order to take advantage of 
the 15 per cent additional loan value; or, under the 
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terms of this new law, are we permitted to loan 
on live stock where the value is at least 115 per 
centum, 10 per cent of our capital and surplus and 
an additional 15 per cent of the capital and surplus, 
where stock is not to be shipped immediately. In 
other words, can we make a loan for three or six 
months 25 per cent of capital and surplus on live 
stock if it equals or exceeds 115 per centum of the 
value? 

I do not understand that a loan to the 
extent of 25 per cent of capital and surplus 
on live stock, having a value not less than 
115 per cent of the face amount of the loan, 
must necessarily be secured by shipping 
documents as distinguished from, for ex- 
ample, a chattel mortgage. I do not think 
it is necessary that the stock must be 
shipped immediately to entitle the bank to 
make the loan. 

In other words, I think you have the right 
to make a loan for three or six months as 
you suggest, of 25 per cent of capital and 
surplus on live stock if it equals or exceeds 
115 per cent in value, provided the loan 
is secured by an obligation in the form of 
an instrument “transferring or securing title 
to live stock or giving a lien on live stock.” 

In case of doubt on any of these points 
which come up under the new law I would 
suggest that you write to the Comptroller of 
the Currency direct for an official ruling. 


Real Estate Loans 
Participation in Bank Loan 


ROM ILLINOIS—I wish to inquire if we are 

authorized to make a real estate loan for, say, 
$10,000 in the form of ten notes of $1,000 each for 
a period not exceeding five years and where the 
value of the real estate is unquestionably twice the 
amount of the loan, retaining five of the notes as 
the property of the bank ree | selling five notes to 
customers who may wish an investment of $1,000 
each? If these notes are sold, it would be without 
any guarantee on the part of the bank. Many of 
the state banks in this territory make loans in the 
name of the bank and then re-sell all, or part, of 
the notes to customers of the bank. I have the 
impression that any real estate loan the bank makes 
under the McFadden Bill must be as an entirety, 
but I have felt that if the loan is made, we might 
be authorized to sell all, or a part. The prevailing 
rate for loans in this territory is 6 per cent inter- 
est and a commission of 1 per cent per year. Un- 
der the McFadden Bill, would we be permitted to 
charge a commission of 1 per cent a year, or must 
loans of this character be taken on a flat interest 
rate not exceeding the legal rate in the state? The 
state banks keep the commission as their fee and 
sell the notes to their customers on a 6 per cent 
basis. We have had no bulletin from the office of 
the Comptroller regarding this matter and do not 
care to go into the real estate loan business to any 
great extent because we do not want to tie our 
funds up in permanent investments. We have 
thought that, occasionally, we might make a real 
estate loan with monthly payments, the final pay- 
ment to be not beyond five years, and the value of 
the property to be double the amount of the orig- 
inal loan. Is there any objection to this method 
under the new law? 


1. Under the McFadden Act, your national 
bank is authorized to make a real estate 
loan for $10,000 (assuming such loan does 
not exceed 10 per cent of capital and surplus 
to one borrower and the aggregate of such 
loans does not exceed 25 per cent of capital 
and surplus or one-half of savings deposits) 
in the form of ten notes of $1,000 each for 
a period of time not exceeding five years and 
where the value of the real estate is twice 
the amount of the loan. The entire amount 
of the loan must be made by the bank or 
sold to the bank and cannot be participated 
in by another national bank. The statute 
on this point says: 


“A loan secured by real estate within 
the meaning of this section shall be in 
the form of an obligation or obligations 
secured by mortgage, trust deed, or other 
such instrument upon real estate when 
the entire amount of such obligation 


or obligations is made or is sold to such 
association.” 


But after the loan has been acquired by 
the bank, the bank can sell the entire loan 
with or without its indorsement or guaranty 
or any part of the loan, to any other finan- 
cial institution or individual except to a 
national bank. Your bank, therefore, can 
sell, as you suggest, five of these notes to 
your customers who may wish an invest- 
ment of $1,000 each. 

2. Under the law of Illinois the legal rate 
of interest is 5 per cent, but parties may 
agree in writing for a rate not higher than 
7 per cent and “with respect to money loaned 
to or in any manner due or owing from 
a corporation, the parties may stipulate or 
agree upon any rate of interest whatsoever 
and take and pay the same.” Act approved 
June 19, 1925. Under this I think it would 
be permissible for your bank to charge 6 
per cent interest and a commission of 1 per 
cent per year the same as the state banks 
do; keeping the commission and selling the 
notes to customers on a 6 per cent basis. 

3. So far as I can see, it would be per- 
missible to make a real estate loan with 
monthly payments, the final payment to be 
not beyond five years and the value of the 
property to be double the amount of the 
original loan. 


Building and Loan Plan 


From Kansas—Under the new McFadden Bill, 
national banks are now permitted to make five year 
loans on city real estate. We are wondering if 
there is any reason why we, as a national bank, 
cannot make city loans on practically the same plan 
as is now being used by the regular building and 
loan associations? Of course, the final maturity of 
our loans could not be for a_ longer period than 
five years. Our city does not have a building and 
loan association, but if some provision is not made 
by the banks to take care of this class of business, 
no doubt a building and loan association will be 
started and come into competition with us for de- 
posits and no doubt will pay a higher rate of _in- 
terest on deposits than we'shall be able to pay. We 
would like to make our plans to take care of this 
class of business before a building and loan asso- 
ciation starts. 

Under the terms of section 24 of the 
Federal Reserve Act as amended by the Mc- 
fadden Act of Feb. 25, 1927, I see no reason 
why a “national bank cannot make city loans 
on practically the same plan as is now being 
used by the regular building and loan asso- 
ciations.” Of course, it will not be possible 
for a national bank to use the identical plan 
used by a building and loan association. That 
plan involves the sale of stock by the build- 
ing and loan association and monthly pay- 
ments generally of one per cent of the 
amount of the loan, which payment goes as 
part payment of the stock subscription in 
addition to the payment of interest on the 
loan. These monthly payments do not lessen 
the principal of the mortgage indebtedness. 
However, when the building and loan stock 
matures, the amount is used to cancel the 
mortgage. However, a national bank can 
adopt a monthly payment system. Fach 
monthly payment will be, in the first place, 
for interest accrued during the month and 
in the second place for reduction of the 
principal. The bank will, of course, have 
to comply with the restrictions upon loans 
by a national bank under section 24 of the 
Federal Reserve Act, as amended. The loan 
must be a first lien. The real estate must be 
improved and must be within the territorial 
limits specified in the act. The amount of 
the loan shall not be in excess of 50 per 
cent of the actual value of the real estate. 


Furthermore, a national bank cannot make 
real estate loans in excess of 25 per cent of 
its capital stock and surplus or one-hali of 
its savings deposits, whichever it elects. 

In addition, as noted in the inquiry, loans 
are limited to five years even under the new 
form of section 24. However, this does not 
seem to be an insuperable objection to a 
loan made on the building and loan associa- 
tion principle. The obligation can be made 
payable in monthly installments of the 
amount specified in the agreement between 
the bank and the borrower with a provision 
that the amount unpaid shall become due 
five years from the making of the loan. At 
the expiration of this period the bank can 
make another loan for another five year pe- 
riod with a provision for specified monthly 
payments. At the end of the second five 
year period it may make a similar agree- 
ment. The matter of renewal of real estate 
loans is considered in Paton’s Digest, 1926, 
opinion 706 and the following. According 
to these opinions there is no necessity of a 
new mortgage at the expiration of the time 
limit. All that is required is a renewal of 
the note, which I assume is given, repre- 
senting the. mortgage indebtedness. Clause 
(g) of Regulation G of the Federal Re- 
serve Board of the series of 1924 reads 
as follows: 

Though national bank is 
authorized under the provision of section 24 
to make a loan on the security of real 
estate, other than farm land, for a period 
exceeding one year, nevertheless, at the end 
of the year, the maturing note may be re- 
newed or extended for another year, and in 
order to obviate the necessity of making a 
new mortgage or deed of trust for each re- 
newal the original mortgage or deed of trust 
may be so drawn in the first instance as to 
cover possible future renewals of the origi- 
nal note. Under no circumstances, how- 
ever, must the bank obligate itself in ad- 
vance to make such a renewal. It must 
in all cases preserve the right to require 
payment at the end of the year and to 
foreclose the mortgage should that action 
become necessary. The same principles apply 
to loans of longer maturities secured by 
farm lands.” This is found on page 866 
of Paton’s Digest, 1926. I assume that be- 
cause of the amendment of section 24 the 
Federal Reserve Board will promulgate a 
new regulation in place of the present Regu- 
lation G but as yet it does not seem to have 
done so. Consequently the present Regula- 
tion G would seem to remain operative with 
such changes as would seem necessary be- 
cause of the modifications of section 24. 
Clause (g) would in connection with the 
new form of section 24 seem to apply under 
the act as amended except as to the time 
limit on the loans. 

The American Bankers Association does 
not have a building and loan section. How- 
ever, as the inquiring bank is undoubtedly 
aware, there is a building and loan section 
of the Kansas Bankers Association, from 
which the bank probably can get detailed in- 
formation. It probably also will want to 
refer to the new book published in 1925 by 
Macmillan, entitled “Elements of the 
Modern Building and Loan Association,” by 
Clark and Chase. 

A. E. Adams, president of the Dollar 
Savings & Trust Company, of Youngstown, 

(Continued on page 932) 
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[BONDS TO FIT 
THE 


Do you have an 
Investment “Policy tn relation 
to bank reserves? 


PORTION of every bank’s funds must be readily obtainable when- 
A ever needed. What suits one bank in this respect will not suit 
another. Much depends upon the character and source of deposits, the ma- 
turity of loans, the nature of other assets, and the diversity of local business. 


Cash and quick reserves are maintained, with a low earning power; 
loans and discounts compensate with a relatively high return. But both 
of these should be supported by a sound secondary reserve of marketable 
bonds earning a substantial rate of interest. 


It is possible to build a secondary reserve of a size and content which 
will yield a liberal income and still safeguard the bank in event of both 


probable and unforeseen demand. 


This is a problem in which we have had wide experience. We deal with 
thousands of banks, hundreds of whom depend upon us entirely for making 
and maintaining a sound investment structure for their secondary reserve. 


Security, maturity, and marketability are carefully worked out to fit the 
needs of each institution—zn the light of its own local conditions. 


May we have the opportunity to explain 


the advantages of this service to you? 


HALSEY, STUART & CO. 


INCORPORATED 


CHICAGO NEW YORK PHILADELPHIA DETROIT CLEVELAND 
201 South La Salle St. 14 Wall St. 111 South 15th St. 601 Griswold St. 925 Euclid Ave. 


ST. LOUIS BOSTON MILWAUKEE MINNEAPOLIS 
319 North 4th St. 85 Devonshire St. 425 East Water St. 610 Second Ave., S. 


When writing ‘to advertisers please mention the American Bankers Association Journal 
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It’s not how Widely you Travel 
but how Wisely 


THE person who owns the unlabeled luggage 
—in Europe for the first time—can practice 
the fine art of travel just as well as the owner 
of the belabeled suit-case. 

Wide travel experience is not essential. 
What is essential is that the traveler should 
be assured of experienced and reliable Per- 
sonal Service — attention and assistance— 
whenever and wherever help or advice is 
needed. 

Your Bank extends this assurance to its 
traveling depositors, before they leave home, 
when you sell them American Express Trav- 
elers Cheques; since carriers of these Cheques 
everywhere command the Helpful Hand of 
a Great Service. 

With this Service and these Cheques at 


AMERICAN 


their disposal, your depositors will always feel 
comfortable in a foreign land. From the time 
of landing abroad until they reach home, 
Personal Service and safe and usable funds 
are at their command. 

Customs, passports, hotels, mail, cables, 
routes, tickets, reservations of all kinds, local 
information, frontier difficulties, baggage, in- 
terpreter service, etc., are only some of the 
possibilities where the most reliable assistance 
may be needed. American Express representa- 
tives and American Express offices are almost 
everywhere—and always at the service of your 
depositors—especially so when your Bank has 
shown them the way to the Fine Art of Travel, 
—the wisdom of experience— through the 
Safe and Serviceable “Sky-blue”’ — 


EXPRESS TRAVELERS CHEQUES 


SS SO DP SO SSD SO SD IS OD SO SS SO OD 


When writing to advertisers: please’ mention the American Bankers Association Journal 
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Our Billion Dollar Enterprises 


By REUBEN A. LEWIS JR. 


The Balance Sheets of Our Great Companies Proclaim That 
Reed Was Right When He Declared “This Is.a Billion Dollar 
Country”. Twelve Have Assets of More Than a Billion and 115 
Companies Piled Up Net Earnings of $2,900,000,000 Last Year. 


O Thomas Brackett Reed, the repre- 

sentative from Maine who ruled 

the lower house with an iron hand 

when he served as speaker during 
Harrison’s administration, must go the credit 
for having been first to observe what is 
now being eloquently proclaimed by the 
balance sheets of more than a hundred great 
American enterprises. 

During the waning hours of that first 
Congress, the minority party gleefully dis- 
covered that the appropriations made to pay 
the running expenses of the country had 
gone beyond the billion dollar mark. It 
had never before mounted up to such a 
total. “This is nothing more than an un- 
conscionable raid on the Treasury,” a spokes- 
man for the minority charged, in the manner 
of an aggrieved politician. “What out- 
landish extravagance it is to spend a billion 
dollars!” he thundered. 

It was at this juncture that Mr. Reed, 
soft-spoken, though he ran the lower house 
in such a dictatorial manner as to win the 
nickname of “Czar,” quietly observed in his 
own epigrammatic way that “the United 
States is a billion dollar country.” 


Twelve Billion Dollar 
Companies 


T that time the United States govern- 
ment was the only entity on this con- 
tinent that deserved this distinction. 

But today, there are twelve American 
companies that have assets of more than 
a billion dollars—and this list does not 
include that industrial marvel—the Ford 
Motor Company or that amazing money- 
maker which topped all American business 
ventures in the point of earnings last year— 
General Motors Corporation. More than 
a hundred companies had net earnings 
. running above $10,000,000 during 1926. 

Indeed, there are three companies whose 
balance sheets at the close of last year re- 
vealed that they were in the two billion 
dollar class. The United States Steel Cor- 
poration stood at the fore with total assets 
of $2,454,139,000, followed by the Southern 
Pacific Company, whose network of rail- 
roads, lines of steamships and extensive 
properties, were carried at $2,183,597,002. 
The Metropolitan Life Insurance Company 
ranked third, when measured in total assets 
with $2,108,004,385. 

The other nine members of this glittering 
galaxy include but one representative from 
the banking world—the National City Bank 
of New York, and also embrace four great 
railroads, two insurance companies, a 
nation-wide public utility and that great 
Croesus among the industrial giants—the 


Making Millions 
THe net earnings of 115 


American corporations 
last year amounted to near- 
ly three billion dollars. 
These are the big money 
makers of the country, those 
enterprises that report 
profits of $10,000,000 or 
more. Twenty-four com- 
panies in this select class 
have shown a gain every 
year since 1921. A few out- 
standing facts are given 
that indicate why these 
times promise to go down in 
American history as The 
Billion Dollar Era. 


Standard Oil Company of New Jersey. 

Here is the way that they stand: Pennsyl- 
vania Railroad $1,885,392,362; American 
Telephone & Telegraph Co. $1,841,102,088 ; 
Prudential Insurance Co. $1,572,185,484; 
New York Central Railroad $1,491,659,000 ; 
National City Bank $1,394,390,000; New 
York Life Insurance Co. $1,267,065,866; 
Standard Oil Co. of New Jersey $1,541,- 
945, 125; Union Pacific Railroad Co. $1,158,- 
409,107; Atchison, Topeka & Santa Fe Rail- 
road $1,125,830,000. 

And glancing down the line still further, it 
becomes quite apparent that it is merely a 
matter of a short time before this group of 
industrial and financial Titans is to be joined 
by other companies in this era of prosperity 
for the most efficient. At least two banks 
are within striking distance of the billion 
dollar class—and as many companies as 
are listed in this vastly wealthy group are 
not far behind. 


The Big Money Makers 


UT mere assets alone do not indicate 

the rank of the companies when it 
comes to their money making capacities in 
this billion dollar age. 
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General Motors was not even included in 
the first twelve in point of assets—yet this 
remarkable company amassed net earnings 
amounting to $176,085,000 during the -past 
year and led 114 other companies that man- 
aged to climb into that select class of busi- 
ness enterprises making $10,000,000 or more 
during the period. 

What a dominant part these big money 
makers play in the business life of America 
may be indicated by the astounding statement 
that these 115 companies piled up a total of 
$2,900,210,000 in net earnings during 1926: 

The Big Four—General Motors, Stand- 
ard Oil of New Jersey, United States Steel, 
and American Telephone and Telegraph— 
made more than a half-billion dollars, or 
$527,093,000, to be more exact. 

Each one of these vast companies made 
more money last year than did all of the 
three Federal mints at Philadelphia, Denver 
and San Francisco, which coined gold, silver 
and minor coins for the use of the American 
people! If the entire output of the govern- 
ment mints had been turned over to the 
treasurer of General Motors, the store of 
gold and silver coins would not have been 
sufficient to pay the dividends to the stock- 
holders of that single corporation! “Making 
more money than a mint” is now an out- 
worn phrase instead of a fantastic bit of 
hyperbole. 


Mergers Swell Earnings 


HILE it is natural to expect the big, 

successful corporations to grow from 
year to year, as more of their capital is 
poured back into the development of their 
plant and production is geared up, this tend- 
ency toward massiveness was speeded along 
by mergers and consolidations—particularly 
in the public utility-field. This accounts in 
part for the increased earnings of several 
companies. 

During the past year or so, there has been 
a rather steady decline in commodity prices 
and the companies, which have been selling 
services and commodities at rates that have 
stood unchanged for some time, have been 
in a favored: economic position. Public 
utilities, the railroads and manufacturers 
have profited from this downward swing. 
The comeback of the railroads has been par- 
ticularly impressive and the earnings of the 
great systems have reflected this in an un- 
mistakable manner. 

In reviewing the performance of the big 
money makers, it is to be noted that the 
gains recorded by the leaders in almost 
every line of endeavor have outstripped 
those of the nearest competitor. It would 
seem that the economies that can be made 
by the largest in these groups through the 
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utmost development in quantity production, 
the ability to pay just a litttle less for 
materials on account of the greater pur- 
chasing power and the willingness to buy the 
services of the most capable executive brains 
have given that slight edge, which in these 
keenly competitive times can still be trans- 
lated into millions in earnings. 

While there has been a widespread im- 
pression that the big companies have piled 
up huge profits at the expense of the smaller 
companies, this observation is not borne out 
by a comparison of the earnings of these 
companies in this select class. Out of the 
115 companies, a total of 86 enjoyed larger 
net earnings during 1926 than they did 
during 1925. In the automotive field, 
General Motors, Nash and Packard were the 
only ones to go ahead of their profits reg- 
istered during 1925, the others—Ford, Dodge, 
Chrysler, Studebaker, Hudson, and Willys- 
Overland—fell behind. Three of the rubber 
companies elevated themselves to the ten 
million dollar ranks the previous year but 
all dropped down the scale several millions, 
and only one earned enough to stay in the 
select class in 1926. The leading beet sugar 
company experienced a slump in earnings 
and there were one or two companies in 
some of the other great industrial groups 
that had a shrinkage in profits. But, by and 
large, the big money makers made more 
money. 


Making More Every Year 


T is the ideal of all acquisitive enterprises, 
both large and small, to forge ahead— 
to show more earnings and a healthy growth 
from year to year. But, in scanning earnings 
over a period of years, it would seem that 
this ideal of steady upward progress is 
more generally a dream than a reality. 
That old hobgoblin, the business cycle, has 
put in his appearance every now and then. 
While the statistics of income published by 
the United States Treasury Department tell 
the sad story that not more than two-thirds 
of the corporate businesses of the United 
States show a profit ‘even in the best years, 
it has been rare in recent times for any 
of these great companies to wind up any 
year with a loss displayed in that distasteful 
red ink. There were four of this select 
group “in the red” in 1922, and only one 
for each of the three succeeding years. Yet 
there are twenty-four companies among 
those now making $10,000,000 or more an- 
nually that have shown increasingly larger 
earnings every year since 1921. 

And what a variegated list it is! 

There are four railroads—the Southern; 
Chesapeake & Ohio; Louisville & Nashville, 
and the Atlantic Coast Line. Three oil com- 
panies have won this distinction—the Stand- 
ard Oil of New Jersey, Phillips Petroleum 
and the Shell Union. Three vast public 
utility companies — the North American 
Company, Cities Services Company and the 
Commonwealth Edison Company of Chi- 
cago—are in the class. 

The desire of the public for a soap that 
floats has put Procter and Gamble on the 
list, while supplying the carbide to light 
the way for the miners of America to dig 
out fuel and wealth from the inner recesses 
of the earth has been a factor in winning 
a place for the Union Carbide & Carbon 
Company. The growing demand for elec- 
trical equipment and supplies has brought 
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the Western Electric Company and the 
American Smelting & Refining Company in 
this class while the campaign to convince 
the American people that yeast has health 
giving properties doubtless accounts for the 
Fleischmann Company being included. The 
rising standard of living, carrying with it 
the keenly whetted appetite for savory foods 
and meats is a plausible explanation for the 
presence of the National Biscuit Company 
and Swift & Company. By persuading the 
Americans to make the cellar attractive 
and “add another room to your home,” the 
American Radiator Company has qualified. 
The chain store movement brought in S. S. 
Kresge Company and the mail order habit 
Sears, Roebuck & Company. The circle of 
cigarette smokers has grown larger and 
larger, so R. J. Reynolds Tobacco Company 
has profited. The insistence of the public 
for quick and reliable communication has 
constantly increased the earnings of the 
American Telephone and Telegraph Com- 
pany and the Western Union. 


The Come Backs 


ATERIAL for the so-called industrial 

romances is provided by the comebacks 
of companies—and the amazing gains in net 
income. And, as might be supposed, there 
are plenty of examples among the opulent 
one hundred. 

Perhaps the outstanding case is that of 
the Sinclair Consolidated Oil Corporation. 
In 1923 and 1924, Sinclair was in red ink. 
In 1925, it earned $6,003,000 and last year 
bounded up to $17,648,000. 

The American Locomotive Company— 
after two big years—had a net loss of $843,- 
000 for 1925 but its earnings last year 
amounted to $8,016,000. 

Why stocks moved up violently at times 
during the past year on the stock exchange 
by virtue of the boosting power of enlarged 
earnings is readily apparent; for, there were 
at least twenty companies that increased their 
net earnings $5,000,000 or more. General 
Motors heads the procession with a spurt 
of $69,500,000. United States Steel earned 
$26,000,000 more than the year before. The 
Standard Oil of California made $24,000,000 
more, while E. I. du Pont de Nemours & 
Co. boosted theirs $17,000,000. Columbia 
Gas and Electric Company enlarged its net 
$15,000,000 while Shell Union earned $11,- 
000,000 more than during 1925 and Norfolk 
& Western increased its profits $10,000,000. 

The other companies that made from 
$5,000,000 to $10,000,000 more include the 
American Telephone & Telegraph with 
$9,500,000; Phillips Petroleum $9,000,000; 
Chesapeake & Ohio $9,000,000; General 
Electric $8,000,000; Baltimore & Ohio $7,- 
750,000; New York Central $7,000,000; 
Bethlehem Steel $6,500,000; Postum Cereal 
$6,500,000; Standard Oil of New Jersey 
$6,500,000; Pennsylvania Railroad $5,500,- 
000, and Jones & Laughlin $5,000,000. 

There are only two banks in the coun- 
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try that manage to make enough to get in 
the Ten Million Dollar Class, and both are 
located in Wall Street. 

The National City Bank of New York 
stands first with earnings of $14,255,000, 
followed by George F. Baker’s famous old 
institution, the First National Bank of New 
York, with $11,645,000. 

Though there is a widespread popular 
notion that banks make a lot of money— 
and this impression is reflected in the current 
quotations of bank stocks—their returns are 
insignificant when compared with the profits 
piled up by the great industrial companies, 

No figures can be had that will show what 
the great international banking houses such as 
J. P. Morgan & Co., Kuhn, Loeb & Com- 
pany and other financial companies of this 
type made, as these houses do not make a 
public financial statement and their earnings 
have long been kept secret. The security 
companies that are affiliated with the large 
banks, likewise, do not disclose their 
earnings. In view of the many great 
security issues that have been floated in 
recent years by some of these security com- 
panies, it is believed that a few might be 
entitled to a place in this class. 

Likewise, the earnings of some of the 
closely held companies have rarely come to 
light except when such a company finds it 
necessary to do some financing in the open 
market. It is not believed, however, that 
all of these enterprises whose earnings are 
unknown would increase the list of the ten- 
million-or-better by a dozen names. 


An Old Record Stands 


HILE the profits amassed by these 

industrial leaders in this billion dollar 
era are dazzlingly big, not even the record 
of General Motors approaches the highest 
yet established. 

What promises to be a mark of long 
standing was set by the United States Steel 
Corporation in 1916 when the fulfillment of 
contracts for the munitions of war enabled 
Judge Gary’s company to swell its earnings 
to $333,574,177.. It was the Steel Corpora- 
tion’s banner year. 

For some time, there has been only five 
figures in this annual race for financial 
supremacy, and the outcome is hardly ever 
known before May when Mr. Rockefeller’s 
Standard Oil Company makes known its 
earnings. The five contenders are General 
Motors, United States Steel, Standard Oil, 
American Telephone and Telegraph, and 
the Ford Motor Company. Mr. Ford in his 
flivver outsped all.of his rivals in 1924 and 
probably nosed out the telephone in 1925. 
But this past year, General Motors shot 
away ahead of the field and won by a lead: 
of nearly $60,000,000 over its nearest rival— 
which in this instance happened to be the 
company that made the wheels of its own 
products turn around—the Standard Oil. 

While the companies included in this class 
of big money makers form a small part of 
the American enterprises, the direct bene- 
ficiaries of their earnings are legion, for 
hundreds of thousands of Americans own 
a fractional part of them. So broadly has this 
diffusion been in these billion dollar times 
that President Coolidge recently confided to 
some of his friends in Washington that he 
expected the past few years to be known 
as The Second Era of Good Feeling in 
American history. 
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A Real Secondary 


Reserve 


N A rising bond market it is natural that there are banks here 
and there who are placing practically all of their secondary re- 
serve funds in bonds. 


As underwriters and distributors of bonds, we have a full apprecia- 
tion of their place in a bank’s secondary reserve and we, of course, 
sell a considerable volume to banks every day for such require- 


ments. At the same time, our long experience and contact with 
thousands of banks in all parts of the country lead us to point out 
that no secondary reserve should consist solely of long-term bonds. 
Sound banking practice dictates the policy of placing a proportion 
of a bank’s outside funds in high-grade commercial paper. Banking 
experience over a long period of time has demonstrated conclu- 
sively that such paper is the soundest secondary reserve and that it 


has an unquestioned place in the secondary reserve of every bank. 


A. G. Becker & Co. is in a peculiarly favorable position to serve 
banks effectively, because our activities embrace the purchase and 
sale of bonds of the major classifications, short-term notes and com- 
mercial paper. Our organization and facilities have been developed 
to make available a completely rounded out investment service to 
banks and our representatives are able to make recommendations 
looking to the requirements of the bank’s investment account 
as a whole. 


Irrespective of whether you are buying securities or not, we are 
always glad to discuss bank investment problems with you and to 
serve you in any way we can. 


A. G. Becker & Co. 


137 South La Salle Street, Chicago 


NEW YORK ST. LOUIS MILWAUKEE MINNEAPOLIS 
SAN FRANCISCO SEATTLE PORTLAND SPOKANE 


Bonds Short Term Notes Commercial Paper 


When writing to advertisers please mention the American Bankers Association Journal 
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Behind the grille 


with Dalton operators 


Besides, position of paper carriage enables 
operator to inject and remove sheets with 


ALK to any group of Dalton operators. Ask them 
why they. prefer the Dalton “MULTIPLEX” Bank 
Ledger and Posting Machine. Of course, all of them 
won’t give the same reasons, but it’s certain that all of 
them will stress these four exclusive Dalton features: 


1. 10-key keyboard—scientifically arranged for 
“touch method” operation. One hand covers 
the keyboard while the other is free to turn 
checks and deposit slips. 


. Visibility—all posting work is immediately be- 
fore and within easy range of the operator’s 
line of vision. 


3. Automatic paper injector—brings sheet into 
position, line-level and ready for line finding. 


minimum of labor. No straining forward 


necessary. 


. Printing of overdrafts, with date, in RED— 
making it practically impossible for operator 
to mistake balances representing overdrafts for 
credit balances. 


These and the many other remarkable features of the 
Dalton enable the operator to turn out 25 to 80 per 
cent more work than with other figuring machines! 
Write or phone the nearby Dalton Sales Agent. He 
will be glad to demonstrate the Dalton “MULTI- 
PLEX” Bank Ledger and Posting Machine to you at 


your convenience. 


THE DALTON ADDING MACHINE COMPANY, Cincinnati, Ohio 


Division of Remington-Rand Inc. 


Dalon- 


ADDING-CALCULATING . BOOKKEEPING . STATEMENT AND 
“CASH REGISTER” MACHINES 


When writing to advertisers please mention the American Bankers Association Journal 
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How a Kentucky Banker 
Views the Jazz Age 


By TERRY P. SMITH 


President, City National Bank of Mayfield, Kentucky 


Observations of a Country Banker, Who Thinks the Man Who 
Invented Interest Wasn’t Any Slouch. In the Old Days,a Man, 


Missing the Stage Coach, Patiently Waited Three Days. 


Now 


He Squawks If He Misses a Section of the Revolving Door. 


HIS is the open season for speeches. 

From rostrums all over the 

country, orators—plain and fancy, 

earth-bound and spread-eagled—are 
spouting at bankers’ conventions. 

If all of the bankers were gathered in one 
vast auditorium and I was privileged to 
make a few observations growing out of 
my stay on this old planet, I would say 
something about like what follows: 

Making speeches is a habit and a darn 
bad habit, at that. Some 2000 years ago an 
old prophet of God was coughed up on the 
shore of a far Eastern sea by a huge fish. 
A gentleman, who was present, told me that 
old Jonah jumped up from the wet sand, 
shook his fist at the whale and shouted: 
“If you had kept your mouth shut, this 
wouldn’t have happened.” And that applies 
to embryonic orators. 

And orators have peculiar notions. Re- 
cently two darkies met on the street in 
our small town. One was dressed to the 
pink of perfection. He had on a new hat, 
new shoes, silk hose and shirt, red necktie, 
carried a swagger stick and was followed 
by a bull dog. The other darky looked 
him over enviously and said: “Sam, have 
you got a good job?” 

“T haven’t any job,” he retorted, “I’m an 
orator.” 

“What’s that?” the other inquired. 

“Well, I’ll explain it to you this way. 
If they were to ask an ordinary nigger like 
you ‘What’s two and two?’ you would 
answer ‘four.’ But, if you were to ask 
one~ of us orators, we’d say: ‘When in 
course of human events, it becomes necessary 
and essential and proper to take the Arabic 
number two and add to it the numeral of 
the second denomination, then I says unto 
you—and I says it without fear of success- 
ful contradiction—that the inevitable result 
will be four.’ That’s an orator.” 


He Was No Slouch 


HEN it comes to talking about bank- 

ing, I am told there is nothing new 
under the sun. That’s true so far as any 
new or novel angle from which to discuss 
banking. Two Jews were discussing the 
wonderful inventors of the world, and one 
of them remarked: “Well, I know that 
Edison and Watt and Morse and Marconi 
were great inventors, but the man who in- 
vented interest—he wasn’t no slouch’—— 
The man who invented banking, he wasn’t 


any slouch either—and banking is an old, 
old business. It was begun 700 years be- 
fore Christ in the ancient city of Babylon, 
whose hanging gardens were one of the 
seven wonders of the world. The first 
firm of record was Egibi & Son. All 
bankers then did business out in the open, 
seated behind little benches. Our word 
“bankrupt,” which is from the Latin, mean- 
ing “broken bench” simply meant that when 
a banker ceased business, the little bench 
behind which he sat was broken and over- 
turned. 

In those heathen days, if a banker wrecked 
his bank his head was cut off. In this 
enlightened age, if some get-rich-quick 
Wallingford smashes his bank, he is gen- 
erally pardoned at the end of a year, on 
account of his health, and given a fat politi- 
cal office as an example to the youth of the 
land. And if reputable bankers protest, 
they are given the answer made by the 
captain of the steamboat to whom the mate 
reported that the negro roustabouts had 
chased him off the deck. The mate tried 
to explain how it happened, but the captain 
flew into a rage, stamped his foot and 
shouted “shut up—all I want out of you 
is silence, and mighty little of that.” 


The Close Contact 


E country bankers get closer to our 

customers than they do in the larger 
places. We have the advantage of daily 
personal contact and intimate relationship 
along many lines—and we know, or should 
know, the temper and disposition of our 
clientele better than those in the crowded 
marts of trade. 

I am not a pessimist. I don’t wear both 
belt and suspenders for fear that something 
is going to break loose. I am not a prophet 
nor the son of a prophet. 

But I can feel the ground swell and hear 
the wind blow—and I know by making some 
minor changes in our general banking policy 
we can avoid rough sailing amid the rocks 
of criticism and adverse legislation. We had 
better humanize the bank and let people 
know that it means something more than 
piles of money stored up in steel vaults or 
little rows of black and red figures chasing 
each other across ledger leaves. In the 
past century the world has made wonderful 
progress along all lines, save the average 
man’s conception of the nature and functions 
of a bank. 
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Palestine is a far-away country and 2000 
years is a long time; but to the average 
man of the street there is no difference 
between the money changers of old, robbing 
God’s chosen people in the Jewish temple of 
the Holy City, and the modern money 
changers, whom they regard as pawnbrokers 
and usurers, robbing widows and orphans in 
civilized America today. They claim there 
is no distinction except as to method, be- 
tween the old original Shylock, carving his 
pound of flesh off the breast of Antonio, 
and a modern Wall Street Shylock, working 
in the financial slaughter pen with the bleat- 
ing lambs of today. 

Of course this is all fox-fire and bug-dust. 
And why we permit this moss-grown, an- 
tiquated, misconception of banks to endure, 
passes my comprehension. A bank is a com- 
munity asset, working for the good of the 
community life, which never wanes, which 
is continuous and unbroken and which grows 
deeper and sweeter and stronger with the 
infusion of new life and new blood. But- 
the community is made up of individuals, 
who are ever coming and going, moving on- 
ward to a tideless sea—while the bank, 
operating under a perpetual charter, lives 
on and on, serving each generation in turn, 
and is a part of the general welfare plan 
of any community, no less than the church 
and the school. 

Present-day ideas of banks make it as 
safe for any flannel mouth politician, office 
seeking and self-serving—to abuse banks and 
the money powers—whatever that may mean 
—as it used to be the favorite indoor sport 
to cuss and damn the railroads. We are 
carrying an unnecessary burden and it’s our 
own fault. Our worst isolationists are not 
in the United States Senate, but in our 
banks—some of them behind doors marked 
“President”—the nature of the profession 
gives us the idea that like Czsar we feed 
upon some special brand of meat and be- 
come better than our customers. We are 
like the small boy who boasted that he was 
proficient in arithmetic. The teacher said 
“All right, I'll try you out—What is 7 
times 9— “Sixty-three.” “Pretty good, 
Johnny”—‘“Pretty good, the devil, that’s 
perfect!” 

We imagine ourselves into a state of per- 
fection and we almost strut sitting down. 

In spite of our boasted culture, refinement 
and civilization, we are not wiser than men 
of other days. Life just moves on in an 
endless circle. For instance when Mary 
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was a little tot she had a perambulator. 
When a little older, she was given a bicycle. 
When she started to school, she had a pony 
and cart. When she graduated, she was 
given a Packard car. When she became a 
sweet girl graduate, she owned a flying 
machine—and then Mary married, and got 
a perambulator and the darn thing started 
all over again. 

Some of us old bell wethers get needlessly 
alarmed and excited over the young people 
of today. We say if you give the average 
boy a high-powered car, a saxophone and a 
pair of elephant pants, he at once becomes 
a Bolshevik, an outlaw, a rough-neck, who 
takes a delight in breaking the law. That 
isn’t true, the boys and girls of today are 
the best this world has ever known, and if 
you are out of harmony with the spirit of 
youth the fault is in you, and not in the 
youngsters. 

But cheer up—the Biblical characters all 

took that same jaundiced view when they 
became old, worn out and useless, and with 
hardened arteries— 
King Solomon and King David lived merry, merry 
With many, many sweethearts and many, many 
crept upon them, and with many, 
many qualms, 


King Solomon wrote the Proverbs and King David 
wrote the Psalms. 


A Speedy World 


E have just passed through a hectic 

wave of prosperity—and when we 
checked up and got our bearings, we found 
we had nothing left but mortgages, Bab- 
sonian charts and second lien notes on 
moccasin swamps in Florida and about 5,- 
000,000 garages. We overlooked the fact 
that the world progresses faster on bushels 
to the acre than miles to the gallon. This 
generation is in too big a hurry; we don't 
know where we are going, but we must be 
on the way. In the good old days, if a 
man missed the stage coach he waited 
patiently three days for another; now he 
sets up a squawk if he misses one section 
of the revolving door down at the Custom 
House. 

In the good old days, the fool blew out 
the gas; now he steps on it and takes the 
turn in the road at seventy miles an hour 
on one wheel. The part of an auto that 
causes the most trouble is the “nut” that 
holds the steering wheel. We_ have 
annihilated time and space. You can sit 
before a $50 box in your room on Sunday 
morning, get the offertory from Fort 
Worth, Tex., hear the text announced at 
Winnipeg, Canada, listen to the high-brow 
sermon out of Boston, and receive the bene- 
diction from Los Angeles. Recently, an 
American flew from Jericho to Jerusalem 
in forty minutes; it took God’s chosen 
people, under divine guidance, just forty 
years to make that same journey. 

This speeding-up tendency is evident in 
the financial world. A banker can do a real 
service to his community by putting on the 
brakes. It’s easy to show any thinking man 
that while it’s no disgrace to be poor, it’s 
damned inconvenient—that old age and pov- 
erty are an ill-mated pair; that every man 
must look for the time when he can work no 
more; that it’s only a gnat who plans to 
live but a day, and only a grasshopper who 
makes no provision for the cold and the 
dark just ahead. And that if everybody 
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sows wild oats and everybody raises hell, 
we are going to have an overproduction. 
We are moving so fast that we have no goal, 
aim, ambition or ideal. We used to say we 
had rather be right than President; now we 
indicate that it would serve the purpose to 
be half right and Vice-President. 

We are pledging the future and pawning 
the years ahead. We are willing to plunge 
head over heels into debt for anything and 
everything on God’s green earth just so 
we can give a long-time note to cover. 

This has worked into the warp and woof 
of our financial fabric, and finds daily ex- 
pression in road bonds, sewerage bonds, drain- 
age bonds, street bonds, realty bonds and 
even Federal Land Bank bonds—all spread 
over a weary length of years, and for- 
bidding by their very terms, under penalty, 
the debtor to liquidate any part of the 
principal under five years—and this to farm- 
ers, who should liquidate their lines an- 
nually. It’s a mistaken kindness to the 
man with the hoe, for he should eat meat 
from his own pasture and bread from his 
own fields, not hampered by any mortgage, 
not even a wet nurse paternalistic govern- 
ment lien. His troubles are not going to 
be cured by legislative nostrums ground out 
of the public works at Washington—few 
things good for him come out of that 
Nazareth. 


Income Tax Returns! 


ie the government fathers all of our ac- 
tivities, it will be too strong to be safe 
—Russia lies that way. But in the control 
and management of banks, it is efficient to 
the nth degree. Take income tax reports, 


for instance—those infernal things which 
27,000 banks have to struggle with an- 
nually. We all know that the only data 


needed are gross income, expense, taxes, ex- 
emptions, rate and net income. All these 
could be furnished in five minutes by a high 
school boy and put on a penny post card. 

But the government is so steeped in red 
tape that they furnish you an income blank 
form about the size of a Kickapoo Indian 
war blanket, they require you to recapitulate 
your business for the past five years (though 
they already have this exact information on 
file) and banks are required to answer about 
a hundred irrelevant questions such as “How 
much raw material have you on hand?”— 
“How much depletion in your oil wells?” 
“What are your patent rights worth?”’— 
“How many ice harvesting machines do you 
own?”—“How many old boilers have you 
junked since the war?” 

I pray that I may live long enough to be 
furnished a simplified form of income tax 
report, which will enable me to give all 
the data necessary and leave me with a 
little of my old-fashioned, predestinated 
fore-ordained, Presbyterian religion, but I 
have about given up hope. 

We need in this country fewer politicians 
to think of the next election and more states- 
men to think of the next generation—fewer 
Democrats and Republicans, who boast like 
a five-cent package of Bon Ami that they 
“never scratched yet,” and more God- 
fearing, home-loving citizens, to whom party 
labels, whether log cabin or rooster, have 
lost their sacred significance. We need more 
business men and more bankers who vote 
like they pray, and to whom the crack of a 
party lash does not sound so loud as the 
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ringing of a church beil and a call to civic 
righteousness. 

If the type isn’t improved and the stand- 
ard raised somewhere along the line, we’l] 
need help as much as the old darkey who 
said to his minister—“Parson, I’m standin’ 
in the need of prayer, for I’se got a job 
whitewashing a hen house and building a 
fence around a watermelon patch.” 


The Clean Earner 


WE need to show more consideration to 
the farmers. We all come from and 
go back into the soil. It’s ashes to ashes 
and earth to earth. Of course I know that 
“dust thou art, to dust returneth” was not 
spoken of the soul—but I also know that 
8 per cent of all original wealth comes out 
of the earth and only 5 per cent of our edu- 
cational wealth is spent to learn the secrets 
of the soil. 

The earning of the farmer is the only 
clean wealth in this world today. It has 
neither blood nor tears on it. It is made 
just as the Bible directs, by the sweat of his 
brow, far from the sharp, keen, competi- 
tion where one man’s success means an- 
other’s downfall. No one is pinched or 
wronged because he is richer. He has just 
added that much new wealth to the world 
in which you and I live. And if at a critical 
crop time, he should do like the British 
miners, join a labor union and go on a 
strike, this country would starve to death 
in eight weeks. 

It may be said that I am not a farmer, so 
why worry? That worry is interest paid 
on money before it is due. That his troubles 
are somewhat imaginary like the ancient 
citizen who said “I am an old, old man, 
and I have had lots of trouble, but most 
of it never happened.” 

An Irishman was once asked what made 
his nose so red—he answered “It’s blushing 
with pleasure because it’s minding its own 
business.” It’s your business and mine to 
note the distressing condition of the farmer, 
and also to note the profligacy and extrava- 
gance of this age. In spite of consoling 
speeches that God’s in his heaven and all’s 
right with the world—it’s a spotted brand of 
prosperity when all liquid wealth is being 
concentrated in three or four lines, when of 
the average wage 15 per cent is spent for 
clothes and 18 per cent for autos. When 
20,000,000 people buy and pay annually on 
the installment plan. When any man can 
pay a dollar down and a dollar a week 
and ride straight into bankruptcy on the 
credit. 

What is the burning question of the day? 
It’s not prohibition. It’s not the theory of 
evolution; if we sprang from monkeys, we 
didn’t spring very far. 

The real, vital question of the day is 
“where do we park?”—We can preserve 
the wild life in the country, but what are 
you going to do with it in the cities? The 
world is on wheels and we think and talk 
in terms of autos to such an extent that if 
you ask a fond father about his new born 
baby he’ll assure you that it is this year’s 
model, with a Fisher body and a bumper 
attached. 

Let’s quit exploiting the farmer, at home 
or at Washington. Let him alone, with the 


law of supply and demand, with a diversified 
crop program, free from a manipulated 
(Continued on page 918) 
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You'll Like This BETTER 
Method of Ventilation! 


A ventilating device so light and | 
compact that it is easily portable, yet 
which gives perfect air diffusion with- 

out drafts or blasts—assuring positive 

equalization of oxygen, temperature 

and humidity in every part of the 

room — floor, ceiling, walls, corners 

and center. With it you command, 

in workroom, shop, office or home, 

the energizing mildness of sparkling 

June atmosphere, regardless of 

whether the actual season is torrid 

August or bleak December. 


Clarify the Breathing Zone 


The stratum ofair at head-high level when indoors—that 
is the place from which you take the air you breathe. 
Unless broken up and drawn off by positive means, 
this air, continually inhaled and exhaled, becomes 


vitiated. It lies there like an invisible fog, producing 
lassitude, drowsiness and that “3 o'clock let-down”. 
Clarify that enervating layer. Dissipate it from the 
breathing zone. Replace it by a steady diffusion of clean, 
oxygen-laden air with the simple, quiet, inexpensive 


Ventilating engineers give this highly competent device their un- 
qualified endorsement. Yet it requires no expert knowledge to 
prove AIRATOR’S wonderful performance. Set one on desk, 
table or stand in your owp office, workroom or bedroom; any- 
where so long as the globe is about head height; and turn the 
switch. Instantly the peculiarly shaped blades, whirling around 
the vertical shaft, start drawing in the fresh unused air from all 
sides and corners. Within the globe they mix and blend this air, 
equalizing its temperature and humidity; then diffuse it directly into the breathing 
zone, without draft or annoyance. You may sit three feet from it and notice no air blast. 
Papers are not disturbed. Yet you do notice, almost at once, the feeling of comfort, well- 
being and energy that comes only from pure-air breathing. Stuffiness is dispelled; odors 
and tobacco clouds evaporate with that simple, draftless diffusion of priceless fresh air. 


Some live dealer in your district is prepared to demonstrate 


AIRATOR to you. Ask us for his name 
as well as for descriptive literature. 


SAVORY, Inc. 


Owned and managed by The Republic Metalware Co. 
New York BUFFALO Chicago 


When writing to advertisers please mention the American Bankers Association Journal 
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You invest large sums Wu 

in the safest ‘‘safes,” 

why not use “the safest 


fe 


ANNOUNCING 


aNew Se afety Check Paper 


GILBERT SAFETY has in the white sheet non- 
volatile chemicals which produce a stain upon 
CWrite the application of ink eradicator: in colors--- 
“Belay for an even surface color plus the chemical treat- 
sample book shows ment which shows up mechanical erasure 


ing various-types of 


ithographed and = more Clearly than a pattern surface color and 


printed checks on 


this new safety also shows chemical erasure. 


paper. 
This double bar makes it the ‘‘safest of the 
safety papers.’ 


Look forthe following 11 Installments 


GILBERT PAPER COMPANY 


Menasha - Wisconsin 


ASK YOUR LITHOGRAPHER OR PRINTER FOR SAMPLES AND PRICES 
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Profits in Amusement Industry 


By D. RICHARD YOUNG 


Amusing the American Public with the Movies, Boxing, Racing, 
Baseball and Bridge Becomes One of Our Greatest Industries. 
The Chain Theater Movement Hits the Movies and Brings About 


An Important Alliance Between the Producers and Exhibitors 


N the series of articles on Profits in 
Industry that have been appearing in 
this magazine for several months, we 
have taken up the steel industry, motor 
industry, chain stores, and other major in- 
dustrial groups. But what relation, one 
might ask, has the amusement industry to 
banking, or even to general business? 

This question might be answered by ask- 
ing another: Has not the business of amus- 
ing the American public become one of the 
greatest industries in the country today? 
The high tide of prosperity over the last 
few years has created a wider demand for 
entertainment than ever before. Some 
economists may argue that it would be bet- 
ter if such a large part of the national 
income were not spent in this way, but 
rather saved and added to our supply of 
producers’ capital, to be applied to factory 
building and equipment, railroad extensions 
or public utility plants. 

Mostly futile, however, has been outsiders’ 
advice on how people should spend their 
own money or what is best for them. Ex- 
amples are numerous in which the public has 
disregarded the advice of economists by 
making up its own mind as to the best way 
to spend money, and the tremendous growth 
of expenditures for amusements is proof 
that the public is reasonably satisfied as to 
value received. 


Some Profitable Amusements 


F the various types of entertainment 

and sport, there are two that have now 
established a place for themselves in the 
Wall Street investment market and as de- 
sirable depositors in thousands of banks; 
these two are motion pictures and chain 
theatres. Others, which have not yet reached 
the investment stage, but are growing by 
leaps and bounds are baseball, boxing, 
racing, hockey, and exhibitions. 

It is a large industrial concern that han- 
dles a $1,000,000 business annually, but more 
than this sum is received in a week for a 
world series in baseball or in an evening 
for a championship boxing match. These 
articles on profits have a twofold purpose: 
First, to give the busy banker a general 
picture of each of the leading industries, 
their organization and operations, seasonal 
fluctuations and relation to other lines, and, 
second, to show “Who’s Who” among the 
important companies, the trend of earnings, 
and the future outlook as to credit risk or 
investment value. 

From this standpoint, the following list 
of the ranking motion picture and chain 
theatre companies, with their comparative 
earnings for the last two years, will be of 
interest. Figures, as published in the news- 


Photo Tebbs & Knell, Ine. 


Foyer of the Roxy Theater, New York, 

recently completed at a cost of $10,000,000. 

This is the world’s largest theater and seats 
over 6200 


papers and in stockholders’ reports, repre- 
sent net profits available for dividends or 
to carry to surplus, i. e., after all expenses, 
depreciation, interest charges and provision 
for taxes have been deducted. 

In the theatre business, depreciation of 
scenery, studio equipment, etc., is always 
a heavy charge. Likewise interest on bonds 
and mortgages, since the theatre companies 
have by a great purchasing and construction 
program taken their place among the larg- 
est real estate operators in the country, and 
most of this building is naturally financed 
on borrowed money. A third heavy charge, 
in the case of motion-picture concerns, is 
the amortization of film, which is now done 
on a scientific and conservative basis. 

Fiscal years end December 31 
otherwise indicated. 


unless 


Motion Pictures and Theatres 


Net Profits—000s Omitted 


1925 
Balaban & Katz Corp 
First National Pictures, 
Fox Film Corp 
Fox Theatres Corp 
Loew’s, Inc 
Metro-Goldwyn Pictures Corp.. 
Motion Picture Capital Corp 
National Theatre Supply Co... (4) 
Orpheum Circuit, Inc 
Paramount Famous Lasky Corp.. 5 
Pathe Exchange, Inc 
Shubert Theatre Co 
Stanley Co. of America 
Universal Pictures Corp 
Warner Brothers Pictures, Inc. (6) 1,102 


Total 16 companies $28,626 $32,906 


(1) 1925 includes 11 months. 

(2) Year ended October 31. 

(3) Years ended August 31. 

(4) Years ended June 30. 

(5) Years ended November 10. 

(6) Years ended March 31. 

D Deficit. 

* Before certain charges. 

The above total profit of $32,906,000 last 
year, comparing with $28,626,000 the year 
previous, gained by entertaining the Ameri- 
can public does not begin to measure the 
total amusement industry, for this is only 
the motion-picture and threatre field, and 
includes only the fifteen leading companies 
which issue reports. 

Consider other lines catering to enter- 
tainment, aside from automobiles, which 
naturally would top them all, but which are 
now a major industry by themselves—for 
example, musical instruments. 

Last year the Victor Talking Machine 
Co. earned $7,983,000 net profit, the Bruns- 
wick-Balke-Collender Co. $2,554,000, and 
the American Piano Co. $1,775,000. Radio 
companies are not included in this discus- 
sion, as they are considered a part of the 
electrical industry. For the sale of sport- 
ing goods, A.‘G. Spalding & Bros. made 
$1,045,000 (ten months), while the vogue 
for auction bridge helped the United States 
Playing Card Co. earn $1,974,000. If kodaks 
be included, the Eastman Kodak Co., through 
the sale of cameras, film, and the new 
miniature motion-picture machine for ama- 
teur uSe, showed a net of $19,861,000, put- 
ting it in the select “$10,000,000 class” of 
corporations and ahead of most American 
railroad systems. 


Business Side of Baseball 


HE general public pays little attention 

to the business side of baseball, and 
while the various clubs, both major and 
minor league, are organized as corporations, 
the ownership is all in private hands and 
would hardly be suited for share trading on 
an exchange. A season’s gross income and 
expenditure, however, mounts into stagger- 
ing figures, as does the price paid to buy 
certain star players, and their annual sal- 
aries. The highest paid individual is Babe 
Ruth, home-run hitter of the New York 
Yankees, who signed a contract calling for 
$210,000 for three seasons, starting this 
year, and his total income is largely in- 
creased by vaudeville and motion-picture 
engagements, sport writing, etc. 

Some idea of the importance of baseball 
as a business may be gained from the re- 
ceipts at world series games. Our banker- 
fans, of course, help swell this total, and 
while unfortunately the official figures do 
not segregate the receipts from banker- 
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patrons and non-bankers, any New York 
banker will testify that during the world 
series last fall his telegraph wires were kept 
hot and his time well occupied with requests 
from out-of-town correspondents, bond buy- 
ers and their friends to secure tickets for 
the big games. 

In that series. between the St. Louis Car- 
dinals and the New York Yankees, won by 
the former, 4 to 3, there was a total paid 
attendance of 328,051, whose gate receipts 
aggregated $1,207,864. 

That baseball has entered the ranks of 
“big business” during a quarter century is 
shown by the fact that in the twenty-three 
series that have been played, over 4,000,000 
persons have paid admissions to this annual 
event, aggregating over $10,000,000. 


Boxing 


| gb anyone doubts whether boxing is en- 
titled to a place among “big business 
amusements,” a reference to the financial 
details published after a big match will 
settle the question. 

The official receipts from the Dempsey- 
Tunney championship bout in Philadelphia 
last fall were $1,895,773. It was estimated 
that the promoters made a profit of about 
$500,000. The total paid admissions were 
118,736; in addition, 25,732 were admitted 
on passes, which made the total attendance 
144,468. Tickets sold at box office prices 
from $5.50 to $27.50 each; 28,903 persons 
paid the top figure. It is understood that 
Dempsey’s end of the receipts amounted to 
approximately $700,000 and Tunney’s to 
about $200,000. These gate receipts set a 
new high record, the previous high mark 
being that of the Dempsey-Carpentier fight 
in 1921, when $1,626,580 was collected. 

An interesting description of the business 
organization behind an important boxing 
match is given by L. H. Robins in a feature 
article entitled “Boxing Game Becomes a 
Roaring Industry,” which appeared in The 
New York Times. 


The boxing game has become, in fact, an in- 
tricate, powerful and fairly smooth-running machine 
in which the Dempseys and Tunneys are only the 
shining lights that ride out in front, Behind them 
is a big business, almost as well standardized as 
Standard Oil and quite as business-like. 

“It begins in the far corners of the country. 
Colleges and gymnasiums and small-town athletic 
clubs, the army, the navy, the farm and the factory 
contribute material to it. Every large city has its 
boxing interest, its “stables” of fighters, its mana- 
gers, its swarms of hangers-on Pn fans. And the 
capital of this tremendous new realm of sports is 
New York City. All the training roads lead this 
way, for here is known to be the big money. 

“Behind the game stand men of wealth, who are 
fond of boxing for its own sake, aware of its pos- 
sibilities of improvement as a sport and of devel- 
opment as a business, and willing, in a pinch, to 
lend their credit at the bank to lift it out of the rut 
of ill-repute in which it ran for so many dreary 
years. 

“It has not always been thus. It is only within 
the golden Dempsey Decade in which we live that 
boxing has donned fine raiment and joined the 
Creesus Club. Time was when the best of fighters, 
men like Tom Sayers and Dan Collins of the ’50’s, 
would fight all afternoon for $25 to the winner; 
and some of those old fights went 100 rounds or 
more, a round in those days lasting until a man 
was knocked down, Barns and flatboats served as 
arenas then, and the police were not invited to 
assist. 


“John L. Sullivan, in whipping Jake Kilrain in 
Richburg, Miss., in 1889, won $20,000, Kilrain_re- 
taining only his clothes. As late as 1897 Bob Fitz- 
simmons won the trifling reward of $15,800 for 
taking the heavyweight championship from Jim 
Corbett. That honorarium today would scarcely 
buy the new gold bridgework for a champion’s 
sparring partner. 

“Such is the prosperity that has come to the 
boxing game since 1920. 

“These gentlemen friends of boxing, while philan- 
thropic in the matter, lose no money through their 
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The New Paramount Theater building at 
Times Square in New York 


benevolence, for between them and the poorhouse 
is the promoter, who is a business man of infinite 
resource and sagacity. 

“He is a new kind of financier. He is perhaps 
the only one in the known world who can spend a 
million in a single night and get it back, which 
helps to explain why Wall Street respects him so 
highly when he has a venture on foot. 

“Under him in his well appointed offices are 
serious-browed and quite cool-eyed executives, who 
give the place the dignified air of a national bank. 
These men are experts, each in his own department 
of fight promotion. 

“One man looks after so much of the publicit 
as it is not abundantly able to look after itself. 
Another attends to the broadcasting. A third is 
an authority in, let us say, contracts. A fourth 
is the world’s champion technician in the science 
of ticket selling. A fifth is a genius at ushering 
crowds.” .. . 


A short while ago a unique document was 
presented to the financial district—a stock- 
holders’ report of the Madison Square Gar- 
den Corporation, which operates the new 
sports arena on upper Broadway, New York 
City. The statement showed total assets 
on December 31, 1926, of $6,868,827; gross 
earnings for the year 1926 were $5,684,846 
and the net profit after all expenses, depre- 
ciation, interest, and taxes was $874,639. 

The report of the directors is in the same 
language as might be empioyed for a steel 
company or railroad. After mentioning that 
the entire issue of $750,000 convertible de- 
bentures had been called for payment, and 
that a dividend rate of twenty-five cents 
quarterly was established and believed con- 
servative in view of past and prospective 
earnings, they go on to say: 

“Your directors feel that through its suc- 
cessful exhibitions of diversified entertain- 
ment, such as boxing, six-day bicycle races, 
track meets, the circus, Horse Show and 
other features, the New Madison Square 
Garden has established its position with the 
sports-loving public. In order to definitely 
assure these events at the Garden, your 
directors have entered into long-term con- 
tracts, among which are: 

“A fifteen-year franchise in the National 
Hockey League through the wholly owned 
corporation operating the New York 
Rangers. A ten-year contract with the 
New York Hockey Club, Inc., which op- 
erates the New York Americans. A five- 
year contract with the National Horse Show 
Association. A ten-year contract with John 


Chapman for the promotion and operation 
of the six-day bicycle races. 

“Your directors look forward with conf- 
dence to even better results, both through 
the economies in the operation of the Gar- 
den, which were not possible except by ex- 
perience of the first year’s operation, and 
through building up the use of the Garden, 
so that it will be profitably employed a sub- 
stantially greater percentage of the time 
than during its first year.” 


Changes in the Motion Picture 
Industry 


URNING to other phases of the amuse- 

ment industry, not so sensational, per- 
haps, as boxing and baseball, but of much 
greater size, the motion-picture industry is 
now claimed to be the fourth largest in the 
United States. 

Production and distribution of motion pic- 
tures have been closely allied for some time 
past. The original reason behind this alli- 
ance was that the income from films is 
subject to marked fluctuation, and depends 
in the last analysis on whether or not pro- 
ductions please the popular taste. 

It used to be considered satisfactory if 
one picture out of five was a decided suc- 
cess, although this average has been im- 
proved somewhat. This situation makes the 
business unusually hazardous, particularly 
for the small company dominated by some 
individual who may be a genius at directing 
pictures but a poor business man, who is 
never satisfied with moderate success, but 
keeps on expanding into bigger and more 
expensive ventures until the failure of a 
single feature picture causes his downfall. 

In the old days, when only a few thou- 
sand dollars were spent on a film, this prob- 
lem was not so pressing, but as soon as 
expenditures ran into hundreds of thousands 
the logical step was for the producer to 
form his own distributing organization, to 
sell his films to local theatres in each terri- 
tory. The next step was to acquire large 
theatres in important cities throughout the 
country, known in the industry as key cities, 
where films could be shown for long runs, 
to advertise them to the surrounding terri- 
tory. 

Approximate cost of recent important 
features is reported as follows, the list in- 
cluding some that have not yet been com- 
pleted: 


Beau Geste 
The Big Parade 
Old Ironsides 
Rough Riders 
Seventh Heaven 
Sunrise 
1,000,000 


“The Four Horsemen,” produced several 
years ago by Metro, is understood to have 
by itself almost paid for Loew’s total in- 
vestment in the producing compafy, and 
Loew’s current success, “The Big Parade” 
is expected to gross at least $5,000,000. 
Famous Players’ “The Covered Wagon” 
which cost about $750,000 has also grossed 
about $5,000,000, while its “Ten Command- 
ments” which cost over $2,000,000 has re- 
turned around $4,700,000. Fox’s “Over the 
Hill” returned $2,300,000 yet only $100,000 
was spent on it, showing the unexpectedly 
large profits resulting from a real hit. 

(Continued on page 926) 
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Investment Bankers 
recognize the BLUE BOOK’S importance 


It is significant that the National 
City Company and more than nine 
hundred other leading investment 
bankers advertise regularly in the 
Rand M€Nally Bankers Directory, 
and that the volume of this adver- 
tising is steadily increasing from 
issue to issue. 

These houses have found that 
advertising in the Blue Book is a 
worth while investment—that it is 
the surest means of covering the 
entire banking field. 


All advertisements appear next 
to consulted reference matter. In 
the six months period covered by 
each issue, they are read not once, 
but over and over—by many users 
per copy. 

Plan now on reserving space in 
the forthcoming July issue. Every 
September and March the July and 
January issues, respectively, are 
published for subscribers only. 


Full, half and quarter pages are 
available—black and /white and 


RAND MENALLY & GoMPANY 


Dept. P-6 
536 S. Clark Street, Chicago 


Washington San Francisco 


Largest Publishers of Banking Publications in the World 
Official Numbering Agent, American Bankers Association 


ESTABLISHED 1856 


270 Madison Avenue, New York 


two-color—as well as space of one 
inch and more in investment dealer 
sections. The type size of page, 
614x 9% inches, offers good display 
value, while special indexing em- 
phasizes the important position of 
every advertisement. 

Write today for rates and sample 
pages. Full particulars gladly fur- 
nished. 
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More than 50,000 
subscribers find this 
service invaluable 


Rand M€Nally & Company service for 
banks and investment houses is used in 
whole or part by more than 50,000 sub- 
scribers every year. The complete service, 
covering every bank need, is here briefly 
summarized. Note that the Bankers Direc- 
tory (Blue Book) and the two publications 
starred (*), all carry advertising that reaches 
a responsible and responsive list of readers 
and buyers. Mail the coupon for com- 
plete information. 


*The Bankers Monthly—The Magazine 
for Bank Executives. Covers every phase 
of bank management and development with 
a selective circulation among the larger 
banks, metropolitan and rural. Subscrip- 
tions $5. Send for introductory copy, free. 


*The Bankers Service Bulletin—A month- 
ly magazine devoted to bank operation, 
equipment, service and supplies. Sent to 
the purchasing officer of every American 
bank of $25,000 capital and over. 


Key to Numerical System of the A. B. A. 
—Official publication of the American 
Bankers Association. $2.50 postpaid. 

How Banks Increase Their Business— 
Just out. By G. Prather Knapp. A 
sound, informative discussion, based on 
years of experience in every phase of bank 
development. Invaluable for bank and 
trust company executives. 326 pages, 
cloth, $5.00 postpaid. 


Maps for Bankers—Maps and atlases of 
every kind for use in bank development, 
distribution among customers, informa- 
tional use inside bank, etc. 


Present subscribers should note this 


The Bankers Directory (Blue Book) lists 
bank officers, statements, correspondents, 
etc., without charge. 


Special listing at but slight cost gives 
the important advantages of bold face 
types and extra space. 

YOUR BANK NAME, officers, etc., in hand-set 
type this size, for example, attract better 
attention than 

Your Bank Name, officers, etc., in ordinary caps 
and lower case like this. 

And the extra space enables banks to 
show complete personnel, special service, 
growth and past record. 


Specify ‘Special Listing” on your next 
subscription. 


ave YOUR SECRETARY MAIL TODAY 


Los Angeles 


Rand MONally & Company, Dept. P-6 
536 S. Clark Street, Chicago 

Please send me complete information about the following checked (x) 
for your attention: 

( ) INVESTMENT HOUSE ADVERTISING 

) Bankers Directory 
( ) Bankers Monthly ( ) How Banks Increase Their Business 
( ) Bankers Service Bulletin ( ) Maps for Bankers 


Key to A.B. A. Numerical System 


When writing to advertisers please mention the American Bankers Association Journal 
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StaTE Bank 
AND 
Trust 
Company 
Chicago 


Architect: 


Mr. JosEPH 
SCHEITLER 


The unsightliness of fans 
now entirely eliminated by 


concealing them within the electric light fixtures, 
and yet, at the same time, producing the one efh- 
cient means of “‘fanning’’ that gives actual comfort. 


Not one continuous, annoying blast, but 26 émter- 
mittent waves per minute, diffused by the Patented 
Deflector which provides the cooling effects that 
have been so long demanded. 


““FANDOLIER-CHAN- 
DELIERS” designed 
for the Phillip State 
Bank by Mr.Scheitler, 
and-executed by 
Henkel & Best, 
Chicago 


“Fandolier-Chandeliers” 


and “‘FANpo.ieRs’’ (Fans a/one) are meeting con- 
ditions hitherto unsolved. No more ‘‘dead air’’ 
in any confined spaces, such as Vaults, Coupon 
Rooms, Elevators, Private Offices, etc. 


A Catalogue of or ‘““FANDOLIER- 
Cuanpe.igrs’’ will be mailed upon request. 


THE Sarety Car HEATING AND 
The ‘‘Fanpouigr Stript Unit’ is furnished LIGHTING Com PANY 


to manufacturers for incorporating in fix- 
tures of their own designing. Fandolier Sales Division, 75 West Street, New York City 


When writing to advertisers please mention the American Bankers Association Journal 
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Frank Franc Statistics and the 
American Tourist 


By GEORGE E. ANDERSON 


The Checkered Career of the Money That John the Good Gave 


to France Measures the Life of Her People. How the Dollars 
of Yankee Tourists Promise to Ease Her Financial Troubles. 


PEAKING encyclopedicly, the franc 
is the monetary unit of France which 
has been current at different periods 
and at varying values in that coun- 


try for nearly 600 years. Speaking socio- 
logically, politically and practically, the 
franc is a unit of measure for the life of 
the French people; for while our Gallic 
cousins may criticize the American people 
as “dollar chasers,” Shylocks and crass ma- 
terialists, without culture, art or the finer 
things of life in their souls, there is not 
now and never has been a people more bent 
upon the accumulation of wealth or the care- 
ful, methodical, canny and accumulative in- 
vestment of capital. 

Perhaps it might be too much to say that 
the franc is the French god, but at all events 
the franc is a confirmed habitué of the 
French holy of holies. Viewed from an- 
other aspect it might be referred to as the 
unit of that sliding monetary scale which 
operates always upward but never down- 
ward in the process of leading the American 
tourist to pay the French national debt— 
when it is paid. 


Its Checkered Career 


ISTORICALLY the French franc has 

had a checkered career. Between the 
years 1350 and 1355, King John the Good 
of France debased French currency 81 times, 
usually in the process of issuing coins and 
increasing the seigneurage or coinage profits 
upon them. The process was disastrous. 
Financially it brought the country to the 
verge of ruin. Politically it brought about 
the convocation of the States General, a 
primitive parliament which proceeded to ex- 
ert a certain amount of control upon the 
finances of the country by dictating terms 
under which the King was allowed funds 
for his war against England. Had _ the 
French genius of liberty been a little more 
up and doing at that time, the States Gen- 
eral would have succeeded in bringing about 
the same sort of change in France that fol- 
lowed, King John of England’s defeat at 
Runnimede—a charter of liberty like Magna 
Carta in England—and the entire course of 
French history might have changed. How- 
ever, all that really did eventuate was that 
John the Good of France succeeded in rais- 
ing enough money by the debasement of the 
currency and subsequent reforms dictated 
by the States General to get himself sound- 
ly trounced by England, himself made pris- 
oner, and his country demoralized and hu- 
miliated. 


Why a Low Value Currency Is In Favor With the Average Man. 


Two Values 


the American 

tourist helps to pay the 
French national debt is in- 
dicated in this candid dis- 
cussion by Mr. Anderson. 


France has always enjoyed 
a profit on foreign visitors, 
he avers, even when the dol- 
lar could be exchanged for 
forty francs and riots were 
staged because the tourists 
were thought to be taking 


bread from the French- 
man’s mouth. For the franc 
has a different value at 
home from what it has in 
the international market. 


9.0.9.9. 0.0. 9.9.0. 


In the process of reconstructing the coun- 
try’s finances a coin was struck in gold. 
The legend it bore was: “Johannes Dei 
Gracia Francorum Rex.” Hence it was 
called a franc. On this coin John was rep- 
resented on horseback, and hence the coin 
later was known as a “franc da cheval” to 
distinguish it from a similar coin of the 
same value struck by John’s successor, 
Charles V, who was represented on his coin 
in a standing position, for which reason this 
coin was known as the “franc a pied.” 

These were gold coins and apparently their 


value was something like that of an English ‘ 


pound sterling. They remained in circula- 
tion only a comparatively short time. They 
disappeared shortly after the close of the 
reign of Charles VI, which ended in 1392. 
In their brief but glorious career, however, 
they lent their name to various other mone- 
tary units in the long vista of French finan- 
cial history, until we finally arrive at the 
paper franc which is now the occasion for 
worry in the political and financial chan- 
cellories of the world. The franc of John 
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the Good was merely one of a long series 
of units in the process of the debasement 
of the currency which continued from long 
before until long after his time. It grad- 
ually became assimilated to the livre tournots 
which once also has been substantially equal 
to the English pound. 

In the course of centuries the livre and 
franc became interchangable terms. In 1795 
the livre was legally converted into the franc 
at the rate of eighty-one livres to eighty 
francs, the franc at that time being a silver 
coin weighing 5 grammes. There was a 
twenty-franc gold piece weighing 6.4516 
grammes, 0.900 fine; a five-franc silver piece 
weighing 25 grammes, 0.900 fine, and a one- 
franc piece weighing 5 grammes, 0.835 fine. 


The French Are Thrifty 


HE French are a thrifty race and sel- 
dom have any patience with any system 
that interferes with their thrift. 

The original debasement of the franc was 
the logical result of bad financing in con- 
nection with the right of the rulers of the 
country to coin money. When once royalty 
as the controlling force in national finance 
was disposed of, and the people of the 
country had something to say as to mone- 
tary matters, things took a more favorable 
turn, and since the conversion of the livre 
into the franc, 132 years ago, the latter, 
with varying fortunes, has been the mone- 
tary standard of France. 

Its career has been a reflection of the 
checkered course of French history and 
the varying fortunes of the French people. 
It has embodied their life, has measured 
their social and political, as well as their 
financial welfare. It is hardly a safe de- 
duction to conclude that the present-day 
franc is performing the same function in 
modern France, but at least it may be said 
that there is a close parallel between the 
recent course of the franc and the social, 
political and financial developments in France 
since the great war. It is not desirable in 
the limits of this article to’ discuss the in- 
timate and delicate. relation of French cur- 
rency to the country’s financial position, to 
debt settlements and international relations, 
to its internal industry as well as to its im- 
port and export relations, although such 
matters represent the very heart of present- 
day French life and French national and 
international policies. However, an exam- 
ination of some phases of the position of 
the French franc as they affect American 
interests, and especially Americans visiting 
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that country, may have some special interest 
at this season, when the annual hegira of 
Americans overseas is under way. 


Economics and Results 


IRST let us clear the decks by indulging 

in several observations as to economic 
laws and some statistics. The French’ franc, 
theoretically, has a value of 19.3 American 
cents. Previous to the great war it had 
and maintained that, value without question. 
During the war its real value gradually de- 
clined with the increasing expansion of the 
currency by issues of paper money and the 
gradual impairment of French credit, al- 
though the exchange value of the franc was 
maintained artificially most of the time most- 
ly through the effect of British loans, which 
in turn largely represented American money. 

After the war, however, the value of 
the france reached its actual level, and with 
the constant issue of paper money con- 
stantly declined. On Jan. 1, 1925, the franc 
was valued in American exchange at 5.39 
American cents. It gradually declined from 
month to month until in July, 1926, it had 
a value of only 2.47 American cents. It then 
gradually improved in value until at the 
opening of the present year it had a value 
in American exchange of 3.74 cents. On 
the first of March it was fairly stable at 
around 3.91 cents. 

From a par value of 19.3 cents to an ac- 
tual value at its lowest of 2.47 cents is a 
long jump, and it is no wonder that the 
financial world has had the shivers every 
time the franc started anew down the to- 
boggan slide toward the limbo of the Ger- 
man mark. That the French government 
has succeeded in stopping the downward 
movement and has brought the French 
monetary unit back to a semblance of life 
is not only occasion for general congratula- 
tions, but has been the financial salvation 
of a large portion of the French people. 
Even if the franc can be stabilized at some- 
thing like five cents American currency as 
a future par value, which seems to be about 
the best that can be hoped for at present, 
it is well that there be a more general and 
popular appreciation of what this collapse 
in the value of the franc has entailed upon 
the French people. 

Property values in France, measured in 
terms of current francs, have in general fol- 
lowed, though slowly, the decrease in the 
value of the franc by a corresponding in- 
crease in current franc prices, so that prop- 
erty owners in general have suffered little 
or no loss. On the other hand, persons 
with investments in bonds, mortgages and 
similar securities with fixed franc values and 
fixed returns; pensioners and others relying 
upon fixed incomes in francs, have been 
mulcted of about three-fourths of their 
property—a form of capital levy which is 
none the less effective in being indirect. 
Business of every sort has been dislocated, 
and with the variations in the international 
value of the franc from day to day it has 
been difficult to carry on business with any 
degree of safety, the result being increased 
charges to the general public to cover the 
additional risks. It is evident also that, with 
the value of the franc at a low point, it 
takes just that many more francs to make 
purchases abroad, so that when France is 
compelled to buy wheat from the United 
States or other countries, for example, as 


is usually the case, it requires about four 
times as many francs to buy a bushel of 
wheat as it would if the franc were at par. 

On the other hand, the purchase of things 
of domestic production, although as a mat- 
ter of fact, prices of such goods in time 
adjust themselves to the new value of the 
franc, is for a time at least conducted on 
much the same basis as they were with the 
franc at par. Even today in some of the 
country districts of France local produce 
may be purchased and local services secured 
at prices reflecting comparatively little 
change from those obtaining before the war. 

The result of this general situation is 
that the country can and does produce many 
goods for export at prices in gold which 
are far below those possible in other coun- 
tries on a gold basis. All these observa- 
tions are trite and are usually understood 
and are recounted merely as the basis for 
other observations. 


How the Tourist Helps 


HAT seems to be of more popular 

interest in the United States, especial- 
ly to those classes of Americans who travel 
in Europe from time to time, is that with 
the franc decreasing in value the American 
dollar exchanges for an increasing number 
of francs. Whereas before the war the dol- 
lar exchanged for slightly more than five 
francs, it has exchanged during the past 
year for as much as forty francs and, with 
the actual buying power of the franc in 
France still affected by its old time value 
in domestic production and domestic prices, 
the buying power of the dollar in France 
has been increased greatly—in theory. 

One can appreciate the inordinate intoxi- 
cating joy of many tourists from the United 
States last July when each American dollar 
bought forty francs, and each franc seemed 
to possess something of its old buying 
power. On the other hand, one can appre- 
ciate the resentment of the average French 
citizen over the fact that the franc had lost 
so much of its old time power when com- 
pared with the dollar, and that many of them 
felt that the Americans were buying them 
out of house and home—albeit at a good 
round profit. French rabble rioting against 
American tourists along the Seine may 
charge the tourists with taking bread from 
their mouths, but scarcely reflect that what 
Americans buy the French sell at a profit. 
If France can secure enough such visitors 
French financial troubles will cease. 

This matter of comparative prices in 
France as a result of the variations in 
the value of the franc and of the deprecia- 
tion of French currency generally merits 
examination, for the results are illuminating. 
It will at least give American travelers some 
insight into where their money goes in 
France, and it may afford some French 
malcontents a better appreciation of what 
their profits from foreign visitors really 
are. 

The French government, like most other 
important governments, maintains in its sta- 
tistical organization a record of the cost 
of the staple commodities in the country as 
the basis for its calculations as to the cost 
of living. The prices of a large number 
of commodities are returned in current 
francs, and these prices are averaged so 
as to give a figure which represents the 
comparative cost of living in the country 
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from month to month and from year to 
year, and which is usually known as the 
price index number. 

It has been found, both in France and 
other countries, that in a general way these 
index numbers, these comparative average 
prices for staple commodities in the country, 
follow in a general way the gold or inter- 
national exchange value of the franc or 
other monetary unit, such, in fact, being a 
common sense expectancy among countries 
which after all depend largely upon each 
other for supplies and whose trade relations 
are such that any considerable discrepancy 
between prices in the several countries would 
soon be adjusted by import and export. It 
has also been found, however, that the de- 
preciation of the franc, for example, is fol- 
lowed by an increase in domestic prices of 
commodities in local currency but more 
slowly, and an appreciation in the gold value 
of the currency is followed by a lowering 
of prices in local currency but also less rapid 
than the changes in the exchange value of 
the currency. 

Accordingly, when the exchange value of 
the franc is approximately one-fourth of its 
original value the prices of commodities in 
local currency ought to be something like 
four times what the prices would have been 
had the currency been maintained at its 
standard or theoretical value—in other words, 
about four times in present-day currency the 
prices in standard currency in 1913. As a 
matter of fact they are more than four times, 
or a proportionate ratio, the average prices 
of 1913 for the cost of living all over the 
world has increased over the average prices 
of 1913, and this fact enters into the situa- 
tion. Regarding the average cost ef commo- 
dities in France in 1913 as 100 per cent in 
the standard or par currency, the average 
retail prices in France in present-day debased 
currency in January, 1925, as shown by the 
official French statistics, were 408 and the 
average wholesale prices were 525. In July, 
1926, when the franc was at its lowest point 
the retail prices in debased currency aver- 
aged 574 and the average wholesale prices 
854, while in the following month when the 
franc had advanced in value the retail price 
average had increased to 587 but the whole- 
sale price had decreased to 785, thus illus- 
trating the comparative slowness of the re- 
tail prices to follow exchange—when it goes 
against the retailer. By December, 1926, the 
retail price level had reacted to 598 while 
the value of the franc had recovered from 
2.47 American cents in July to 3.74 Ameri- 
can cents in December. 


Low Cost of Living 


IT is when these index figures are con- 

verted into terms of gold or American 
currency, however, that the real interest lies 
and the subject loses some of its dryness. 
Translating the French index figures into 
American currency at the prevailing rates of 
exchange, the average retail prices in Janu- 
ary, 1925, were 114 as compared with 1913 
prices, the wholesale price average being 
146. By July, 1926, when the franc was at 
its lowest, the price index had fallen to only 
73 per cent of the 1913 prices, the wholesale 
price average being 108 of the 1913 prices. 
Starting with 114 in January, 1925, these re- 
tail prices are somewhat startling; for they 
steadily decreased as compared with the 1913 

(Continued on page 925) 
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1: Numerical Register 
2: Liability Record 
AaAlrect 


Gability Record- 


indirect 


4: Due Date Tickler 


~ Note Notice 


Complete Loan Records 


you are called upon to approve a loan. In no other 
department is it quite so necessary that the records 
be right and complete. 


The Baker-Vawter Quintuplicate Loan System allows some- 
one else to take care of the details for you accurately and 
quickly. The facts are at your fingers’ ends at all times, 
You know the liability of each borrower both as maker and 
endorser; how he has taken care of past obligations; the 
total of loans made each day; what funds will be available 
from loans due today, tomorrow or any other day. 


OKs accurate information is vitally important when 


The plan is not elaborate and will not require changes in 
your present routine except possibly reducing clerical labor. 
It works equally well whether you have ten loans a day— 
or 200. 


Send for the booklet and a sample set of the forms. See for 
yourself how easily the plan can be fitted into your present 
routine. They will be sent without charge or obligation of 
course. 


BAKER- VAWTER Company, BENTON Harsor, MICHIGAN 


BAKER-VAWTER 


DIVISION cf REMINGTON RAND 


Baker-Vawter Company, 
Mail Department A-6 


. Benton Harbor, Mich. 
th us Gentlemen: 
coupon Without charge or obligation to me please send your booklet ‘‘Simplified Loan and Discount 
ip Records”’, and a sample set of your Quintuplicate forms. 


Attach to letterhead and mail. 


at One Writing 


DETAILS of every loan you make must 
be recorded five times to give you com- 
plete information quickly. 


With the Baker-Vawter Quintuplicate 
Loan System all of them are made at 
one writing, almost automatically. It 
saves time and insures correctness of 
detail. 


Direct and indirect liabilities of every 
borrower and endorser are safely regis- 
tered preventing over extension of 
credit; note notices are automatically 
ready for mailing on time without 
further reference to notes. 


When writing to advertisers please mention the American Bankers Association Journal 
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TELLER © 


Your Bookkeeping Department— 
at your teller’s finger tips 


Lamson Pneumatic “Baby” Tubes put your 
bookkeeping department virtually at your 
teller’s finger tips. 


Any information which bookkeepers can 
supply—and much information they alone 


are best equipped to supply—is available to 
tellers in a flash. 


Carrying checks, printed forms, or written 
memoranda, tubes engender accuracy, 


obviate misunderstanding, and fix responsi- 
bility. They operate in privacy, keep con- 
fidences confidential, and contribute to 
your reputation for prompt, courteous ser- 
vice. 


Call a Lamson Representative. He can give 
you a clear, concise explanation of the value 
of “Baby” Tubes to you. 


coupon. 


Please mail the 


| 
an 


Syracuse, N. 


THE LAMSON CO., Syracuse, N. Y. 


cont Tubes can do to improve my 


A BY” TU B E 
PNEUMATIC 


The Lamson Cc ntatives to show me 


service and protect 


When writing to advertisers please mention the American Bankers Association Journal 
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The Right Trust Accounting 
System at the Start 


By LAURENCE R. CONNOR 


Vice-President, Agricultural National Bank, Pittsfield, Mass. 


The Smaller Bank Can Adopt a Simple System But It Should 


Eschew Home-Made Methods. 
Position to Give Helpful Advice. 


The Bank Examiner Is In a 
Use of the General Ledger, 


Though Not Generally Prevalent, Is to be Recommended. 


FTER having earned my daily bread 

in a “city” bank for some years, 

later spending a few years as a 

national bank examiner, special- 

izing in trust department examinations, and 

now being connected with a good-sized 

“country” bank, it is natural, to retrospect 

and consider the relations between © the 

national bank examiner and the national 

bank officials. Whether the bank is located 

in the larger or smaller cities, the cordiality 

and success of the relations depend upon 

the problems to be solved and the educa- 

tion, personality and tact of the examiner 
and the bank official. 

The examiner is in a rather unique posi- 
tion—his oath calls for the upholding and 
enforcing of the National Bank Act, which, 
in turn, calls for not only a knowledge and 
complete understanding of that Act, but 
an expert knowledge of all phases of bank- 
ing and credits, which, in this day of bank 
expansion, is almost an impossibility. In 
addition to all this, he is supposed to have 
a well trained legal mind that he may be 
capable of discussing intelligently the legal 
status of any banking problem. 


Sees Many Banks 


F the examiner has had a good training in 

the proper bank under right conditions, 
alter a few years as an examiner, he should 

-and usually does—develop a keen under- 
standing of the principles and problems of 
banking. The average bank examiner ex- 
amines approximately a hundred banks a 
year, and the knowledge of bank accounting 
in all its different phases that he acquires 
is quite extensive. All this training and 
knowledge should qualify him to be able 
to detect and rectify bookkeeping faults, 
but the surprising thing is that so few banks 
avail themselves of this opportunity to con- 
sult a specialist regarding the more efficient 
handling of their banking problems. Here 
is expert advice, at no additional cost to 
the bank, and the usual bank official either 
neglects to discuss his problem with his ex- 
aminer or dismisses the given advice with 
the thought that another bank’s solution will 
not solve his problem, which is more or 
less true, but it should be remembered that 
the given advice has been selected from the 
experience gained in solving similar prob- 
lems at previous times. 

What I have to say regarding trust de- 
partments applies almost completely to de- 
partments with assets under $15,000,000. 


The larger departments have, in most cases, 
become so well managed and efficient that 
the examining of these departments presents 
altogether different problems, which, for 
lack of space, will not be touched on here. 


The Smaller Bank’s Problem 


HE growth in the number of national 

banks engaged in trust department work, 
and the volume of business transacted by 
these departments during the past five’ years 
have been surprising both to .the observant 
banker and layman. The report of the 
Comptroller of the Currency for the year 
1926 shows that more than 2000 banks are 
now authorized to exercise trust powers in 
one or more capacities, and while the growth 
has been rapid, there appears to be no reason 
why more national banks should not include 
fiduciary relations among their many ser- 
vices. There is no question as to the ability 
of the larger banks to perform satisfac- 
torily the various trust duties, and while 
the shortcomings of some of the smaller 
banks along these lines are fully realized, 
it does seem that this is only a matter of 
educating these banks in the proper manner 
of conducting such a department until they 
become efficient in the handling of trust 
estates. The usual smaller bank will not be 
called upon to act in the numerous compli- 
cated corporate capacities in which a large 
institution is called upon to act, therefore 
the educating is not the task it first appears 
to be. The smaller bank’s problem is, for 
the most part, confined to the handling of 
private trusts, that is, as executor, adminis- 
trator, guardian, trustee, etc., all of which 
relations are not complicated, but simply 
call for a knowledge of trust accounting, 
good, sound investment judgment, and some 
knowledge of the legal requirements. 

The smaller bank usually finds that its 
fiduciary operations come at infrequent in- 
tervals and do not require the undivided 
attention of ‘an experienced trust officer. 
Likewise, the earnings of this department 
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would not justify the expenditure of funds 
to employ such a person. This being so, 
the natural way to start operations is for 
the cashier, or some other qualified officer 
to handle this work. In most instances the 
chosen officer is inexperienced, but with the 
aid of a capable attorney to care for the 
legal duties, and the proper choice of a 
modern, efficient bookkeeping system, under 
the guidance of his bank examiner, the 
intelligent officer should develop into a capa- 
ble trust man. The drawing of all trust 
instruments should be left entirely to at- 
torneys; the investing of the trust funds 
should have the attention and authority of 
the directors; the accounting should receive 
the attention of the fiduciary officer. In a 
larger department the several duties are 
distributed in other ways, but the smaller 
departments must, of necessity, distribute 
the tasks in the safest possible manner so 
that the lack of experience will not cause 
any serious harm._ In the choosing of proper 
investments and in the keeping of efficient 
accounting records the bank man, trained 
in bookkeeping and investing, should show 
his qualifications over any other class of 
men—his training in commercial banking 
should qualify him for this work. 


Two Duties 


HE examiner of trust departments has 

two distinct duties: (1) the proper 
guidance at the time of the formation of 
this department that the bank entering this 
field of banking will choose the best and 
most efficient system of bookkeeping, and 
(2) the supervision and auditing of this 
department after the first named problem 
has been solved. 

As so many factors which are peculiar to 
each bank enter into the problem, no par- 
ticular form or system of bookkeeping can 
be called ideal and applicable to all trust 
departments. In a small department where 
one or two persons can do all the necessary 
bookkeeping, a small, concrete system can 
be used, while in a large department sub- 
divisions of the work are made with several 
clerks in each division. 

Regardless of the method of handling this 
business, there are certain fundamental prin- 
ciples of trust accounting that should and 
must be applied in order to render the re- 
quired information both to the trustee and 
the examiner, and, as the usual officer chosen 
to do this work in a small bank has not had 

(Continued on page 914) 


Powerful Factors at Work in the 
International Market 


By F. SCHNEIDER, JR., 
Financial Editor, The New York Sun 


Purchase of $59,548,000 of Gold in London, Earmarked and 
Held There for the Reserve Banks. Interpreted as a Step to 
Prevent the Softening of Money Rates. Like Selling Securities in 
Open Market. 


WO interesting and significant gold 
transactions have been participated 
in by the Federal Reserve System 
during the past month. The trans- 
actions are important for the suggestion 
they give with regard to Federal Reserve 
policy and for the light they throw on 
powerful factors now at work in the inter- 
national money markets. Bankers who fol- 
low the New York and European money 
markets closely realize that these trans- 
actions reflect developments that may pro- 
foundly affect our own rate structure. 

The first transaction was announced in 
connection with the weekly report of the 
Federal Reserve banks published on May 
13. The announcement said that the several 
banks jointly had purchased $59,548,000 of 
gold in London and that the gold was being 
held earmarked for the Reserve banks by 
one of its correspondents. No great pene- 
tration was required to grasp the fact that 
the correspondent in question is the Bank 
of England. 

On the weekly statement of condition the 
gold appeared opposite an item “gold held 
abroad.” This item was not included in the 
category of reserves but appeared among 
miscellaneous resources. The new gold thus 
was not included in the calculation of the re- 
serve ratio. This form of bookkeeping is 
not in accordance with that followed by 
most central banks and has very little logical 
justification. The gold certainly belongs 
to the Reserve banks and the correspondent 
holding it certainly is reliable enough to 
justify its inclusion in reserve. The pro- 
cedure followed dates back to a ruling 
made by the Federal Reserve Board shortly 
after the war and when the Reserve banks 
had received a large amount of gold abroad 
as a result of the sale of war stores to 
European nations. To have included the 
gold in reserve the Reserve banks would 
have had to secure a new ruling from the 
Federal Reserve Board. It is an open secret, 
of course, that our banking authorities have 
been inclined, since the war, to avoid a 
parade of the tremendous strength of, our 
reserve position; and it is quite possible 
that in the present instance the Reserve 
banks were very willing to go along with 
the old ruling of the Board. 

Properly to understand this gold pur- 
chase in London it is necessary to con- 
sider the extraordinary overturn since last 
summer in the French financial situation. 
When Poincare last became premier, the 


Action Indicates Easier Money Is Not Wanted. 


French Treasury had exhausted its credit 
with the Bank of France, was almost with- 
out funds to carry on its daily disbursements 
and was confronted with a seriously em- 
barrassing floating debt. The $100,000,000 
Morgan credit had been drawn on heavily 
and the total amount of foreign exchange at 
the command of the Treasury and the Bank 
of France probably amounted to less than 
$50,000,000. Lack of confidence in the 
country’s finances had caused a disastrous 
flight from the franc and the removal from 
the country of funds to a value estimated 
to lie between one and two billion dollars. 

With the budget balanced by Poincare, 
with extremely competent management in- 
stalled at the Bank of France, and with 

“confidence restored, funds began to flow back 
into France on a grand scale. Foreigners 
became interested in speculating in French 
securities. The French financial authorities, 
having decided to hold the franc down to a 
value of a little less than four cents, were 
obliged to sell francs and buy dollars and 
pounds steadily. The government’s debt 
to the bank dropped; the foreign exchange 
balances of the Treasury and the Bank of 
France rose. 

By about the start of May the position 
had become so strong that the Bank of 
France paid off a debt of about $160,000,000 
to the Bank of England and thus obtained 
control of $90,000,000 in gold that had been 
deposited during war time as security for 
the loan. 

Already having the most ample gold re- 
serve in Europe, the Bank of France did 
not wish to bring this additional gold home, 
and so put it up for sale in the London 
market. Approximately $30,000,000 worth 
was purchased by American banks and 
shipped to New York. At this stage of the 
affair the Federal Reserve banks stepped in, 
bought the remaining $60,000,000 worth and 
placed it in safeguerding with their corre- 
spondent. The Reserve banks’ purchase 
prevented the shipment of this gold into 
an already weakening money market that 
was lending support to a speculatively in- 
clined stock market. 


Prevented Softening of 
Money Rates 


T should be noted that when the gold was 
purchased the Federal Reserve banks 
sold a roughly equivalent amount of govern- 
ment securities. By taking this credit out 
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of the money market they prevented a 
softening in rates that would have occurred 
when the French authorities placed their 
newly acquired credit in the market. The 
net result of the transaction was to leave 
the money market just where it had been 
before. The result was much the same as if 
the Reserve banks had let the gold be 
brought home by a commercial bank and had 
then sold enough securities in the open 
market to offset the credit which would 
have been obtained at the Reserve banks 
when the gold was deposited by the com- 
mercial bank. Incidentally, the gold was left 
where it would be readily available in case 
gold exports from this country became neces- 
sary, and the transportation and insurance 
charges were saved. The most interesting 
aspect of the transaction remains, however, 
the indication that the Federal Reserve 
authorities did not want an easier money 
market at the moment. Their action dis- 
posed pretty thoroughly of the likelihood of 
a reduction in the official discount rate. 

The second gold transaction became evi- 
dent in connection with the Federal Re- 
serve statements published on May 27. These 
statements showed that the system had lost 
about $45,000,000 from gold reserves. The 
item “gold held abroad” remained unchanged. 
both as to location and amount. Along with 
these statements came intimations from 
authoratative sources that most of the loss 
in reserves was due to a purchase of gold 
connected with French monetary matters. 
Plainly the Bank of France had bought 
about $40,000,000 in gold from the Federal 
Reserve banks. This disclosure came close 
on the heels of an intimation by the Bank 
of England that the purchaser of £2,500,000 
of gold in London had been the Bank of 
France. 


What Was the Connection? 


ERE was an _ intriguing situation! 
Within a space of about two weeks the 
Bank of France had sold $90,000,000 in gold 
in the London market and then had turned 
around and repurchased some $50,000,000 
worth of the metal in the London and New 
York markets. What was the connection 
between these two transactions? 
Apparently, none whatever. The simple 
and obvious explanation is that in the space 
of two weeks the French authorities changed 
their policy. Instead of selling gold and 
increasing balances in foreign markets, with 
(Continued on page 923) 
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When ROOSEVELT went 
to SOUTH AMERICA 
He Carried A-B-A Certified Cheques 


the first to appreciate rates in banks, hotels, shops 
the safety and Convenience and ticket offices in all parts of 
of certified bankers cheques for the world. They are better than 
travelers was Theodore Rouse. gold because they afford eon 
velt. On his favrous South plete protectiva against loss or 
American expedition in theft. U. S. Governarent 
14 he varried A“B-A Certified toms officials accept then: at all 
Cheques. ports. 
Wherever you go, tor. A BA Cheques are the onty 
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these official travel- 
ers cheques of the 
American Bankers 
Association. 
Cheques 
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FOR MACHINE ACCOUNTING 


In the circle ts a photograph 
of the new “Y and E” Com- 
mercial Bookkeeper’s Desk, 
designed especially for use 
with mechanical accounting 
systems in banks. 


“Vand E” Trays 


Ledger Cards meet every requirement 


“Y and E” steel trays hold both 
ledgers and statements—and effect a 
real saving in space—time—labor. 


When your operators are posting 
both ledger and statement, they will 
appreciate having both in one tray. 
It eliminates lifting binders back and 
forth and puts all accounts at their 
finger tips. 


This new line of “Y and E” steel 


and 


trays with positive locking com- 
pressors, non-skid cork bottom and 
low “visibility” sides fills a long-felt 
need. They neither get out of order, 
nor do they wear out. Several styles 
and sizes with or without bases ad- 
justable to sitting or standing height, 
mounted on easy rolling casters. 

The “Y and E” line also includes a 
complete assortment of ledger cards 
and sheets, for machine accounting. 


Mail Coupon for detailed information. 


YAWMAN FRBE MFG.@: 


685 Jay Street 


Yawman and Erbe Manufacturing Company, 


685 Jay Street, Rochester, N. Y. 


Rochester, N. Y. 


Please send me information regarding the items I have checked below 


0 Bookkeeper’s Desk Name 
0 Ledger Trays Address 


Ledger Cards: [] Commercial, [J Saving. 


When writing to advertisers please mention the American Bankers Association Journal 


June, 1927 


a 
i 4 Win) 
: 
| 
[ | 


Farm Land Begins to Move 


Iowa Bankers Report That 1452 Farms Changed Hands Last 
Year and That Activity Was Progressively Greater as 1926 Came 


to a Close. 


The Return of a Normal Market for Farms Would 


Confer a Great Boon on the Banks in Agricultural States. 


66 AND is moving in Iowa.” 

This is the cheering announce- 
ment that has recently been made 
by the Iowa Bankers Association. 

As the result of a statewide referendum 
made to ascertain the extent to which the 
market for farm lands in Iowa had re- 
covered, it reported to the banks of the 
state early in May that the year of 1926 
had witnessed the sale of a total of 1452 
farms. The buyers agreed to pay a total 
of $28,757,668 for the farms—and paid down 
$16,713,134 in spot cash. 

The analysis growing out of this first 
statewide survey led the Agricultural Com- 
mittee of the Iowa Bankers Association to 
say: “It is believed that the foregoing figures 
will indicate that the land has been changing 
hands at a price to manifest that the upward 
swing has definitely set in, and that Iowa 
farm land will never again be bought at 
prices that have prevailed during the de- 
flation period that struck Iowa, as it did 
other agricultural states, in 1920. If this is 
so, it will have much to do with bringing 
about a proper psychological condition, as 
well as a proper and needed market for land 
in Iowa, the equal in productive area of 
which no other section of the world can 
boast. And with the ‘surplusage’ removed 
of Iowa land, which ‘surplusage’ we seem- 
ingly have had for the past several hard 
years, the Iowa farmer and farm owner can 
again add to his real wealth that justifiable 
increment to be reflected in a higher price 
level that will prevail under normal economic 
conditions.” 


Turnover Gathers Speed 


HERE are 220,000 farms in Iowa—so 

the sale of 1452 during the year does not 
represent a startlingly great percentage of 
the whole. However, for several years 
after the collapse of the boom in farm lands, 
there was no market to speak of. The most 
favorable aspect of the survey is that, 
although only 846 farms were sold during 
the first three-quarters of the year, a total 
of 606 farms changed hands during the last 
three months. 

Of the 1452 farms sold, 1075 were im- 
proved and 329 were unimproved. The 
average price per acre was reported to be 
$154.08. This average value was for farm 
real estate—meaning land, buildings and all. 

As might be expected, the figure is well 
below the boom-time prices that prevailed 
during the era of speculation—but it is 
somewhat above the figure fixed as the 1925 
average value of Iowa farm lands by the 
Bureau of Census. The rise and fall in 
the average values by the acre are reflected 
by the census figures, which were $36.25 in 
1900; $82.58 in 1910; 199.52 in 1920; and 
$119.47 in 1925. These figures are for the 


land, alone. Therefore, it may be observed 
that the prices paid last year were some- 
where between the boom-time values and 
those that were quoted during the years of 
depression in Iowa. 

The fact that the activity in farm buying 
was progressively greater as the year 1926 
drew to a close is regarded as worthy of note 
by the Iowa Bankers Association. 

“If that progression continues in like or- 
der for the year 1927, there will be a huge 
transferring of Iowa farms during the en- 
suing twelve months,” the committee that 
made the survey declared. “The research 
that the Asociation has made in the land 
sales during the year 1926 seems to indi- 
cate that those who have been waiting for 
the low ebb prices in Iowa farm land have 
concluded that market prices of the farms 
in this state will never go lower but are due 
to begin swinging in the opposite direction. 
When the people once sense that this is the 
fact, there is no question, it is believed, but 
what there will be an increasingly avidious 
market for Iowa’s unequalled farm land.” 


Much Spot Cash Paid 


NOTHER point stressed by the Iowa 

bankers is that more than half of the 
total sales price was paid down in cash, and 
principally by native buyers. 

“Farm after farm sold for ‘spot cash’ suffi- 
cient to pay for the entire farm,” the com- 
mittee said, in reviewing the sales figures. 
“In one or two counties, every farm in the 
county sold during the whole year went for 
‘spot cash,’ while in a number of others 
nearly all of their entire sale price was paid 
down in cash on the date of sale or settle- 
ment date.” 

“Considerable has been heard of late about 
land buyers coming into Iowa. While it is 
not known how much of the 185,132 acres 
that changed hands during the year 1926 was 
bought by out of the state people, the infor- 
mation coming to the officers of the Iowa 
Bankers Association would indicate that by 
far the bulk of the sales were among Iowa 
people themselves. This activity of the Iowa 
people themselves reflects a change in psy- 
chology toward Iowa farms. It seems to be 
evident that Iowa farms are again coming 
back into good graces. It has not been many 
years when a person known to own an Iowa 
farm was considered a man of wealth, or at 
least one to be respected, if not envied. Of 
course these days will return. Population 
is fast increasing, but there are only 220,000 
farms in Iowa. There can be no more land 
made in Iowa. It is evident that kind Provi- 
dence has completed that task. It will thus 
become a matter of who will be the fortu- 
nate ones, who are able to own an Iowa 
farm.” 
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For each of the ninety-nine counties in the 
state, the bankers association deduced an 
average county-wide sale price. Naturally 
this showed a difference in values prevailing 
in various parts of the state. 

The highest average county price was $238. 
There were three counties where the average 
was from $200 to $225 an acre; twenty- 
three counties where it ranged frum $175 to 
$200; thirty counties where the average was 
from $150 to $175; twenty-one from $125 to 
$150 and fifteen that had a county average of 
from $100 to $125. Eight counties reported 
that the average county-wide sales price fell 
below $100. 

“While the average county price in a few 
counties was not as high as others,” it was 
explained, “this is not to be presumed that 
those counties do not have excellent farm 
land, because they do. Rather it may be said 
that the better farm land in those counties 
did not happen to be for sale—at least dur- 
ing 1926.” 

In one county during the last quarter of 
1926, it was reported that three farms, com- 
prising 480 acres, sold for $123,000 in spot 
cash—making an average price of $256.25. 

While what is taking place in a single 
state does not always have a_national sig- 
nificance, it should be kept. in mind that Iowa 
stands first among the states in the value of 
farm property and the latest census reported 
it had the greatest per capita wealth. And, 
if a normal market for farm lands should 
return to Iowa, the movement might not be 
confined to its borders but might spread to 
the other agricultural states where farm 
lands have not been moving with normal 
activity for several years. 


Much Bank Trouble Due 
to Decline 


GREAT deal of the trouble that banks 
have had in the agricultural states is 
traceable to the decline in the values of farm 
lands which resulted in farmer borrowers 
being unable to pay off the notes at the 
banks. It was thus that the assets of many 
banks got into a “frozen” condition and 
caused them to close their doors. If there 
should come a free movement of land at 
good prices, such as the Iowa bankers think 
is foreshadowed by the developments of the 
past year and a half, it will be possible for 
the holders of farm lands to turn them over 
and pay off the notes that have been held 
in the note cases of banks for several years. 
While investment in farm lands is gener- 
ally regarded as a more universal invest- 
ment in Iowa than in any of the other agri- 
cultural states, the same conditions apply on 
a more restricted scale and an active mar- 
ket in Iowa doubtless would stimulate the 
movement in farm property in other states. 
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The Greatest Need in the Flood District 


By R. S. HECHT 


President, Hibernia Bank & Trust Company, New Orleans 


liable estimate of the full extent of the 

damage done by the floods; nor is it> 
safe to predict just how much money will 
be needed for rehabilitation. Individual 
suffering has been great and it will take 
some time for the flooded area to get back 
to normal conditions. 

The greatest need of the farmer will be 
for new seed and implements, and in some 
cases livestock. He will also need rations 
for a short period until his replanting is 
well under way. If the Red Cross will help 
up to that point it will then be quite prac- 
ticable for the various rehabilitation agencies 
to help these farmers to “carry on.” 

The direct losses suffered by banks in the 
stricken area have been comparatively small 
because in most cases their security consists 
of direct mortgages on real estate, and, of 
course, that will still be there after the flood 
waters have receded. On the other hand a 
decline in the deposits of the banks in the 
overflowed districts is inevitable because in- 


Ll is entirely too early to make any re- 


dividuals will need their funds to live on 
and make their crops. For that reason the 
help of the Louisiana Credit Corporation and 
similar institutions in Mississippi and 
Arkansas will be required to assist deserving 
farmers who cannot get help from their 
banks in making their replanted 1927 crops. 

Ample capital has been provided for these 
credit companies and they in turn have made 
arrangements with federal intermediate 
credit banks to rediscount notes to the ex- 
tent of four times the credit companies’ 
capital. These corporations will not be 
operated for profit but they will naturally 
try to limit their loans to those who can 
show reasonable opportunity of repayment; 
in other words, they do not expect to dis- 
pense charity but only grant help to those 
who are willing and able ta help themselves. 

As far as the effect of the flood on 
general conditions is concerned, much de- 
pends on the developments of the next few 
months. A very large part of the flooded 
area can and will be replanted. Belated 


farming operations of that sort are 
necessarily exposed to correspondingly 
greater risks, but good crops have some- 
times been made following similar disasters 
and everyone hopes such may be the case. 

Sales in the affected area will certainly 
be affected adversely for some months to 
come, and collections will inevitably be 
slower, but we see no reason for pessimistic 
predictions for business in general. Certainly 
in New Orleans both banking and business 
conditions practically normal, and 
shipping has shown a remarkable increase 
both in April and May. 

The greatest need of all now is to get the 
unqualified assurance of our government 
that this entire flood control program will 
be taken up and solved on a national basis, 
and that funds be made immediately avail- 
able for the rebuilding of broken and 
weakened levees and for other protection, 
so that our farmers may go back to their 
fields and homes without the fear of a 
repetition of the 1927 disaster. 


Where Will the New Taxes Fall? 


By THORNTON COOKE 


President, Columbia National Bank, Kansas City, Mo. 


AX systems are constantly chang- 

» ing. Hardly any state seems satis- 

fied with its procedure of levying 

of taxes and the collection of reve- 

nue, and the systems are changed at almost 

every session of the legislatures. The brief- 

est sort of compilation of changes for 1926, 

for instance, occupies 26 pages in the pro- 

ceedings of the National Tax Association 
for 1926. 

Last year the opinion was expressed that 
in most states where bank taxation is still 
levied under the general property tax sys- 
tem, the banks would do well to consider 
a change to the income basis. The banks 
would then pay in proportion to their earn- 
ing power, and the amount of taxation would 
on the average be much less than banks 
pay now in states where the general prop- 
erty tax is in force. One benefit would be 
that an income tax would not penalize the 
provision of large capital for a bank or 
the building up of a large surplus. The 
general property tax does involve these 
penalties, and desire to avoid taxation 
deemed unequal has kept down the capi- 
talization of banks in general property tax 
states, and cannot have failed to have had 
something to do, probably a good deal to do, 
with the multitude of bank failures. 


il was the expectation of the Committee 
on State Taxation that the provision of 
Section 5219 of the Revised Statutes of the 
United States having been liberalized, many 
states would in their 1927 legislatures place 


Chairman, Committee on State Taxation 


their banks upon the income basis of taxa- 
tion. This, however, has not happened. 

Income tax bills, some of them including 
banks, were introduced in Maine, New 
Hampshire, Vermont, and Arkansas, but all 
were defeated. A bank income tax bill is 
now pending in Wisconsin, its fate undeter- 
mined. The Tennessee Legislature defeated 
a proposal to extend the 3 per cent tax 
there levied on the income of state banks 
so as to include national bank income. A 
constitutional amendment to authorize in- 
come taxation was defeated in Indiana, and 
bills for the same purpose were defeated 
in Montana and Oregon. Apparently the 
income system does not grow in popularity. 
The states fear to handicap their business 
concerns by subjecting them to a form of 
taxation not prevailing in neighboring 
states. Yet if income taxation is more just 
and more equal than general property taxa- 
tion, it will in the end be widely adopted; 
and then the argument of handicapping do- 
mestic corporations in their competition with 
the corporations of other states will dis- 
appear. 

An alternative to income taxation is the 
taxation of money and credits at low rates. 
This system prevails in a dozen states or 
so. West Virginia last fall defeated a con- 
stitutional amendment to make it possible 
there, but Oklahoma has just adopted the 
plan, and Kansas has modified its plan in 
a most interesting way by providing for 
taxing the bonds of states and municipali- 
ties, domestic and foreign, by affixing stamps 


at one-tenth of 1 per cent per annum for 
the life of the bonds with a maximum of 
$2 per thousand. 


HERE is a very interesting situation 
in Oklahoma growing out of that. The 
state legislature this year provided that 
money and credits should be taxed in Okla- 
homa at $2 per thousand. There very obvi- 
ously arises the same situation which was 
at the foundation of the recent Federal 
court decisions, namely, that national banks, 
if they continue to be taxed under the gen- 
eral property tax, are discriminated against, 
that money and capital are placed on a pref- 
erential basis as against national banks. 
Therefore, it seemed rather clear that 
the Oklahoma national banks, if they 
wished, could obtain a decision invalidating 
the taxation of national banks in Oklahoma, 
since this recent legislation imposing a low 
tax rate on moneys and credits. However, 
the national banks there have entered into 
an agreement—until perhaps some national 
banker comes into the field who will not 
feel bound by the acts of his predecessors. 
A somewhat similar gentleman’s agree- 
ment exists now in Minnesota. In the case 
of the First National Bank of St. Paul, 
the Supreme Court of the United States 
has recently held that the minimum tax 
laws as affecting national banks were in- 
valid. In the meantime, all the banks there 
but five have been paying their property 
taxes year by year under protest, but they 
(Continued on page 927) 
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This priceless service to banks 
began in a wood-shed 
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Back in the nineties, the first Todd 
Protectograph was made in a wood- 
shed. Although crude in its appear- 
ance the machine “worked.” Its im- 
print on a check proved to be an effec- 
tive obstacle to the check-fraud artist. 
From this “wood-shed” beginning, 
The Todd Company now carries on 
its industry in two great plants, cov- 
ering approximately six acres. There 
are more than a million Protecto- 
graphs in use today by banks and 
their depositors. Sixty-four nations 
use them. The dangers besetting the 
millions of checks in circulation have 
been reduced to a minimum. Confi- 
dence in banks as the safe place to 
keep money has been strengthened. 
Besides developing confidence in 
banks, the use of Protectographs 
has simplified and speeded banking 


routine. Protectograph-written checks 
are unequaled in legibility. No chance 
of making mistakes. The checks of 
private individuals have been made 
easier to handle through the use of 
the Personal Protectograph. 


But making Protectographs is only 
part of The Todd Company’s activi- 
ties in the banking world. Todd 
Greenbac Checks which defeat the 
check-crook’s acid have been supplied 
to 200,000 banks and business houses. 
Super-Safety Checks made by the 
Bankers’ Supply Division of The 
Todd Company are being furnished 
by banks everywhere to their deposi- 
tors. Through this same division an 
advertising service for banks is con- 
ducted by experts. Thousands of 
banks have used this service with most 
profitable results. 


A Todd expert is always available 
to explain in detail these great ser- 
vices of The Todd Company. He can 
speak with authority on your prob- 
lem. . . . Write, wire or phone for 
one to call on you. Mail the coupon 
today for information on the Todd 
System of Check Protection. The 
Todd Company, Protectograph Di- 
vision. (Est. 1899.) Rochester, N. Y. 
Sole makers of the Protectograph, 
Super-Safety Checks and Todd Green- 
bac Checks. 


THE TODD COMPANY (Est. 1899) 6-27 


1176 University Ave., Rochester, N. Y. 
Please send me information about the 

Todd System of Check Protection. 

Name of official 

Name of bank 


Address 
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TODD SYSTEM OF CHECK PROTECTION 


The Protectograph elim- 
inates a large _percent- 
age of all check frauds 
by preventing raised 
It is made in 
a variety of standard 
one for every 
type of business—$37.50 
up. For private use the 
Personal Protectograph at 
$20 has a nation-wide pop- 
ularity. Only Todd can 


amounts. 
models, 


make a Protectograph. 


Todd Greenbac Checks, 
with their patented self- 
canceling features, elim- 
major 
source of possible check 
preventing 
change of payee’s name, 
date and number and 
“counterfeiting.” At the 
drop of the forger’s acid, 
countless imprints of the 


inate another 


losses by 


Standard Forgery Bonds 
cover the remaining 
check-fraud possibilities, 
namely, outright forgery 
of signature or of en- 
dorsement. As preferred 
risks, Todd users qualify 
for such bonds at large 
savings from the Metro- 
politan Casualty Insur- 
ance Company, New York. 
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When you consider 
machine posting— 


INVESTIGATE! 
See equipment in use— 
analyze and select with care 


Ask the experienced user of Mechanical 
Accounting, and he will tell you that 
much of the success of your installation 
—the results you obtain—are dependent 
upon the loose leaf equipment you use 
with your machine. 


If you are now using, or expect to use 
bookkeeping machines, see Kalamazoo 
in use. See the results users are obtain- 
ing. Then decide whether or not 
Kalamazoo merits the title, “The Per- 
fected” equipment. 


Send for descriptive literature. 


Kalamazoo Loose Leaf Binder Co. 


Factories at Kalamazoo, Mich., and Los Angeles, Calif. 
Sales Offices in Principal Cities. 


When writing to advertisers please mention the American Bankers Association Journal 
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Centralized Accounting for 
Branch Banking 


By W. H. STOFFEL, JR. 


Auditor, The Bank of America, New York City 


It Makes for Economy and Efficiency Without Causing Any 
Serious Offsetting Disadvantages. With This System a Customer 


May Deposit At All of the Branches. 


There Is No Trouble- 


some Float Account Between the Head Office and Branches. 


COMPARATIVELY short time 
ago the four walls of a building 
sufficed to inclose the largest of 
American banks. Today branch 

banking is practiced in many of our large 
cities. The system has brought with it many 
new problems, for unless the branches which 
are separated by distances, in some instances 
running into several miles, are to function as 
individual units, they must be bound together 
by systems calculated to offset both the ele- 
ments of time and distance. Undoubtedly 
it is possible to over-centralize, but centrali- 
zation is desirable wherever it promotes effi- 
ciency and economy. 

Much can be accomplished in accounting. 
The institution with which the writer is as- 
sociated has a main office on Wall Street, 
three branches in Manhattan and four in 
Brooklyn. We have found it possible to 
centralize at the main office the following 
departments : 

Bookkeeping Department, (a) Individual 
Ledgers, (b) Due to Bank Ledgers, (c) 
General Ledger; Interest and Analysis De- 
partment; Transit Department; Incoming 
and Outgoing Exchanges. 

The following description of the methods 
employed is written with the thought that 
it may prove of interest to those who have 
not up to the present centralized their book- 
keeping and accounting systems. The sys- 
tem has been in operation for more than 
seven years and has proved to be highly 
satisfactory. 


Double Operation for Posting 
Entries 


OOKKEEPING machines are used to 

post entries to the loose leaf individual 
ledger sheets and customers’ statements. 
Girls are employed as operators. A double 
operation is used for posting of entries, one 
operator for ledger sheets and another for 
statements. The individual accounts are car- 
ried in the ledger and statement binders al- 
phabetically arranged, regardless of the fact 
that the accounts belong to various offices. 
The ledger sheets bear in the upper right- 
hand corner a symbol indicating to which 
office the account belongs, thus facilitating 
the periodic computation of the amount on 
deposit in each office. 

The method of maintaining the “Due to 
Bank Ledgers” differs but slightly from the 
method in use in connection with the indi- 
vidual ledgers. The ledger and statement 


sheets are, however, sorted alphabetically ac- 
cording to cities. 

The general ledger reflects, under appro- 
priate captions, all assets and liabilities of 
all offices, postings being made from debit 
and credit tickets transmitted from the va- 
rious departments throughout the institution. 

Each department, daily at the close of 
business, submits a departmental proof to 
the auditing department, showing general 
ledger figures, cash and all transactions with 
other departments. These proofs are then 
recapitulated to the auditor’s proof. This 
operation detects all errors and omissions 
in the transmission of items or cash from 
one department to another, either within the 
office or from a department of one office to 
a department of another. 

Interofice communication is maintained 
through the medium of telautographs, inter- 
office telephones and messengers operating 
on fixed schedule. Direct telautograph con- 
nections between paying and certification 
tellers at all offices and the central book- 
keeping department is essential. 


May Deposit At All Offices 


NDER a centralized accounting system, 

customers may be permitted to make 
deposits and cash or certify checks at all 
offices, the only requirement being that a 
signature card be filed at each office which 
the customer plans to use. The one possible 
objection to this system from the standpoint 
of the customer of a branch office is a 
minor one, namely, his inability to imme- 
diately see his cancelled vouchers when call- 
ing upon the branch for that purpose. But 
the customer never speaks of this incon- 
venience again when the situation is ex- 
plained to him in a proper way, and he is 
informed that he may see the vouchers, if 
necessary, in as short a time as it takes 
a messenger to go from the main office to 
the branch involved. We are rarely called 
upon to perform this service, as in most in- 
stances the customer asks for certain details 
concerning his cancelled vouchers which the 
branch can get over the telephone or telauto- 
graph very quickly; in fact, as rapidly and 
accurately as if he. had the voucher in his 
own office. The customer is easily recon- 
ciled to this method. 

Since centralization results in all incoming 
exchanges being entered on the ledgers at 
the main office, it follows we do not have 
to contend with the troublesome missorts to 
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branches, thereby enabling every item to be 
posted quickly, and while it is possible to 
lose between the offices credits and checks 
on other banks, we cannot lose incoming 
exchanges in the same way. If the mes- 
senger loses branch office credits or the 
checks deposited on other banks, we can 
put a force on and adjust matters in a 
comparatively short time and without seri- 
ous effect, which would not be the case if 
a batch of incoming exchanges were actually 
lost in transit between the main office and 
a branch. In the event of such a loss it 
would be necessary to call on banks all 
over the city to help out. 

Attempted overdrafts are all submitted at 
once. None turn up later on account of 
missorts. There is some delay in getting 
branch deposits on ledgers, but this is not 
serious and, is offset by the importance of 
the early entry of exchanges and other 
charges against the various accounts. 

When the accounting is centralized under 
one good head, getting greater efficiency 
is sure to follow. Coordination is a direct 
result of this method and “efficiency will re- 
sult from coordination.” 


Floor Space Saved 


UCH floor space is saved in branches 
when the books are all centralized. 
The space occupied by the general book- 
keeper and other clerks handling incoming 
exchanges is entirely saved. Though it is 
usually a fact that the additional floor space 
required for accommodating the branch 
books in the main office in large cities is 
more costly per square foot than in most 
of the branches, this is offset by the fact 
that usually much more floor space is used 
in the branches than is really needed. For 
example, not long ago one of the larger 
banks using the centralized accounting sys- 
tem purchased a considerably smaller bank 
to be used as a branch. The accounting 
department of the purchased bank was 
merged with the parent bank’s central ac- 
counting department. This enabled the 
newly purchased branch to give up the en- 
tire second floor, which it was renting at 
a fairly high cost. A scientific arrangement 
of the ledgers and records, added to the 
central accounting department, resulted in 
placing these units in one-third of the space 
formerly rented by the purchased bank. 
A saving in salaries should also result 
(Continued on page 920) 


English Banks Dislike Publicity 


By G. V. ORMSBY 


Besides Its Weekly Statement Bank of England Makes Few 


Communications. 


Three Newspaper Men Have Entrée to 


Bank “Parlor.” Maintain That In America Publicity Is Carried 
to Excess. Doubt Utility of the Mass of Our Statistical Material. 


HE Englishman is by nature ex- 

clusive and resents inquiry or even 

curiosity as to his private affairs. 

He boasts that his home is his castle 
and surrounds his garden with a wall or 
hedge to keep out the prying stranger. He 
not only applies this rule to his private life, 
however, but extends it to his business. It 
is the “exclusive” in commodities that ap- 
peals to the British purchaser. The great- 
est attraction an advertiser in Britain can 
offer prospective purchasers is “By appoint- 
ment to His Majesty the King,” or similar 
words to that effect. An advertisement which 
states that “this article is used by three 
million persons” would appeal to the Ameri- 
can, but repel his English counterpart. 

He resents publicity a. to his private 
earnings, and is loath to disclose more than 
is legally enforced as to corporate earn- 
ings. His banks, from the Bank of Eng- 
land downward, like the rulers of old, “never 
explain and never apologize.” 
porations tell their shareholders little beyond 
what is disclosed in the annual balance sheet 
and an occasional interim dividend. Chair- 
men’s speeches at annual meetings, while 
they range over trade conditions throughout 
the world, give scant details of their in- 
dividual businesses. The American system 
of quarterly dividends and statements is 
practically unknown. In consequence, the 
market movements of stocks in such cor- 
porations is largely dependent on rumors, 
both well informed and otherwise. Figures 
on production and sales exist in only a few 
industries. 


Lack of Statistics 


HERE is also a lack of government sta- 

tistics on trade and finance compared to 
those available in America. Apart from 
the Board of Trade index number of whole- 
sale prices, the Ministry of Labor’s cost 
of living index number, the weekly revenue- 
expenditure figures, and the monthly foreign 
trade returns, there is little publication of 
statistics by the government. 

In defense of English methods it must 
be remembered, however, that the stock 
market there does not fulfill to such a large 
degree as in America the function of a 
national lottery. In England the outlet for 
the gambling instinct, inherent in every 
human being, is divided between the stock 
exchange and the bookmaker. That the 
latter takes a big toll is shown by Chancellor 
Churchill’s estimate that a five per cent 
tax on bets will produce £7,000,000 this 
year. This tax does not touch the large 
volume of street corner betting which, 
though illegal, represents a turnover of 
many million pounds a year. There is, 


The big cor? 


Though the Bank of England is being 
rebuilt, the picturesque constable, will remain 
on his protective job 


therefore, not the same pressure for pub- 
licity in company finance in England as in 
America. 


Tells the Public Little 


HE information available through bank- 

ing statistics is less illuminating than 
before the war. The Bank of England in 
its double capacity of a commercial bank 
and a bank of issue is by law compelled 
to make in addition to its annual balance 
sheet, a weekly return in. the form familiar 
to all American bankers. But though the 
publication of this return is a matter of 
vital interest to the London money market, 
its interpretation since the war is often 
a matter of guess work. In pre-war days 
the proportion which the reserve of notes 


908 


and gold and silver coin in the banking 
department bore to the bank’s liabilities to 
the public, was the controlling factor in 
rise and fall of bank rate. Today, owing 
to provision of cash by the government in 
the form of Treasury notes, this proportion 
is less significant. The late Walter Leaf, 
for many years chairman of the West- 
minster Bank, in his book on “Banking,” 
published last year, tells the following story 
to illustrate this change. 

“T was discussing the ‘bank return’ with 
the governor of the bank during the war, 
and mentioned that there was only one line 
of it which I thought I understood; and 
that was the line ‘Gold Coin and Bullion.’ 
The governor, with a twinkle in his eye, 
replied, ‘Mr. Leaf, I do not think you 
understand even that.’ ” 

An interesting commentary on this story 
is the disclosure that the Bank of England 
has apparently been holding gold for many 
years on behalf of the Bank of France, as 
security for a war loan, which it did not 
disclose in its weekly return. 

Apart from this weekly statement, the 
Bank of England makes no communications 
to the public beyond the bare facts of the 
terms of a new government issue, or par- 
ticulars of treasury bill tenders or allot- 
ments. No statistical matter is ever put 
out by the bank. 


Sphinx-Like Attitude 


N its dealings with the press the bank 

is equally secretive. Only three financial 
editors are reputed to have the entrée to 
the bank parlor and they never quote any 
official of the bank or indicate except “be- 
tween the lines” that their information 
comes from that quarter. Nothing strikes 
an English visitor to New York more 
forcibly than the access accorded to news- 
paper men and the public by the Federal 
Reserve Bank and the willingness of offi- 
cials to explain and discuss the monetary 
situation. Visitors are not allowed to 
see any part of the Bank of England and 
an American financial writer who recently 
sought permission to visit it in order to 
write an article on the rebuilding of the 
bank was refused any facility to do so. 
In its rebuilding operations, the bank is 
retaining intact the windowless high wall 
which surrounds the whole structure and 
typifies its sphinx-like attitude to the public. 

That this situation is generally acquiesced 
in by the press and public of England may 
seem strange to Americans. But it must 
be remembered that the Bank of England 
is over a century old while the Federal 
Reserve system is not far beyond the first 

(Continued on page 916) 
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Investment Service 
Based on 
Unprejudiced Judgment 


OR many years the First National Bank of Chicago and the First 

Trust and Savings Bank have carried large investments in bonds 
and securities and, because of this fact, maintain a department devoted 
exclusively to analysis and statistics. There is available to correspond- 
ents not only the experience of the banks in the selection of their 
own investments, but the unprejudiced opinion of specialists upon 
the various forms of securities suitable for banks. 


This is but one phase of the complete facilities afforded through 
“Division F”’, which, for twenty years, has handled the business of 
banks and bankers exclusively. The Division is under the direct super- 
vision of John F. Hagey, George H. Dunscomb, James P. McManus, 
Vice-Presidents and Thomas J. Nugent, Assistant Vice-President, and 
coordinates the departments of the two banks, affording an efficiently 
organized service that is international in scope. 


Calls and correspondence are invited, and a booklet descriptive of 
the service for banks and bankers will be mailed upon request. 


FIRST NATIONAL 
BANKor CHICAGO 


FIRST TRUST AND 
SAVINGS BANK 


Frank O. Wetmore, Chairman Resources Exceed 
Melvin A. Traylor, President $450,000,000.00 


When writing to advertisers please mention the American Bankers Association Journal 
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Lath, Chuck Pub 


Simple Convenient Labor-Saving 


This check stub has been gotten up for the 
double purpose of keeping in the check book, 
in the simplest and most convenient manner, 
and with the least possible labor, the original 
record of the check data, and a brief auxiliary. 
bank account to guard against overdrafts. 


Pat'd. Sep.1. 1925 


Reduced Size 
Adaptable to any number of Checks on the Page 


The latter is accomplished (Ist), by opening 
up in the favorite check data arrangement of 
the common, plain stub, (immediately below 
the uppermost No-of-check line on the page), 
a space for entering deposits: and (2nd), by so 
adjusting the signs, lines and spacing as auto- 
matically to set all the balances, deposits and 
totals in their logical positions in the same 
money column:—both of which differ from all 
other stubs. This perfects the arrangement and 
so simplifies and facilitates the process that not 
an avoidable computation or figure is made 
and it excels all other stubs. 


As the stub adds such bank account arrange- 
ment to the check data arrangement, it meets 
both requirements and will relieve banks of hav- 
ing to provide check books with other than this 
one kind of stubs. 


Further: this stub will greatly facilitate the 
making out of income tax returns to individuals 
not keeping a regular set of books, if one will 
deposit all his receipts in the bank at the time 
received and will separate each item of income 
and indicate its date and source in the deposit 
space; for it will then be an easy matter, at the 
end of the year, to run through the year’s stubs 
and pick out and classify its items of income. 
So to deposit all one’s receipts in the bank makes 
the stub a complete and convenient income rec- 
ord, it is conducive to safety and thrift, and it 
benefits both such depositor and the bank. 


Check book printers (or banks) can obtain 
from the undersigned the right to make this 
stub. The charge is small compared with the 
advantages. Banks can safely order check books 
with this stub and try it. Depositors will ap- 
preciate such improved check book. 


The Stub Has No Equal 


“This is the best form we have ever seen” 
(From a large printer) 


Chas. T. Luthy, Peoria, Ill. 
914 Sanford Se. 


When writing to advertisers please mention the American Bankers Association Journal 
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The Condition of Business 


Prosperity Still Flowing at High Tide Notwithstanding the 
Existence of Cross-Currents. Earning Reports of 200 Leading 
Corporations Show 53 Per Cent Increased Net Profits in 
the First Quarter. 


HE approach of the mid-year is a 
natural time to examine into the 
record established by business so far 
and to form some estimate as to the 
probable outlook during the second half year. 

Generally held opinions that these past 
months would witness a continued large 
volume of production have, by the daily, 
weekly, and monthly. reports and statistics, 
been strengthened, later confirmed, and now 
proven beyond possible doubt. Likewise the 
qualification usually given to this opinion, 
namely, that 1927 business might not meas- 
ure up to the 1926 record, is also being con- 
firmed. 

Let there be no doubt that prosperity in 
this country is still flowing at high tide, 
notwithstanding the existence of some 
cross-currents; they will always be found, 
such is the size and complexity of business 
today. Bankers whose relations are not 
limited to a single line of business or lo- 
cality have never experienced a period when 
their discount portfolios have not reflected 
the same situation—a certain amount of Al 
paper, some sub-standard loans and some 
doubtful, not to mention the customers who 
would not be accommodated under any cir- 
cumstances. There is no. such thing as 
equal distribution of success, but if the ma- 
jority of industries are running at near ca- 
pacity and people are fully employed at high 
wages, that is prosperity as popularly de- 
fined. 


Basic Industries Prosper 


F the several factors in business worthy 
of note at the present time, some of 
which will be discussed in more detail in this 
review, the basic industries have indeed 
given a good account of themselves. Steel 
production is slowing down only slightly 
from an active half year; automobile pro- 
duction enjoyed a large season pending 
Ford’s reentrance into the field, and build- 
ing construction considered by large regions 
throughout the country is holding up re- 
markably well. Among the textiles, cotton 
is making a fine record, rayon production 
continues its rapid growth, and silks should 
have a satisfactory year, although woolens 
can as yet show little progress from their 
depressed state. . 
Distribution of goods leaves no question 
as to the needs of 120,000,000 American 
consumers and their desire and ability to 
purchase. The three most reliable barom- 
eters on distribution all tell the same story—- 
railroad freight-car loadings over the mil- 
lion-a-week, bank clearings equal to last 
year in spite of lower prices, sales of de- 
partment stores, chain organizations and 
mail order houses substantially ahead. 
Agricultural outlook is not entirely clear, 
due to a late spring, but the possible loss 


on the one hand, through curtailed acreage, 
excessive rains and flood damage, is some- 
what offset on the other by the recent sen- 
sational rise in grain prices, particularly 
wheat, corn, and oats, also cotton. 

This may likely mean an upturn in the 
all-commodity indexes during ensuing 
months, and keen observers regard it as 
a favorable development by bringing agri- 
cultural and industrial prices back nearer 
alignment, since the latter have displayed a 
declining tendency for some time. 


Profits Not Entirely Satisfactory 


ARNINGS reports now available for 

some 200 leading American corporations 
in all lines of industry, covering the first 
quarter of 1927, show, as compared with 
the corresponding period last year, that 53 
per cent have bettered their net profits. 

On the face, this ratio of better than half 
may seem entirely satisfactory. Consider- 
ing the nature of these concerns, however, 
made up as they are of the leaders in each 
industry, and representing almost without 
exception invested capital in excess of 
$1,000,000 each, one would naturally expect 
a larger percentage of the group to go 
ahead year by year. Population growth 
runs 14% to 1% per cent annually, while 
American income is increasing at a consid- 
erably higher rate, and these dominating 
concerns might reasonably be expected to 
show an average gain of perhaps 10 per cent 
if their progress is to correspond with the 
growth of the country’s wealth. Indeed, 


Loans and investments (000,000s omitted) of 
reporting member banks and the expansion 
as compared with last year 
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they should be expected to exceed the rate 
for all corporations, including the large per- 
centage of small enterprises. 

Theoretically, therefore, it would be ex- 
pected that year after year nearly 100 per 
cent of this select group would not only 
show gains over the preceding year, but 
gains of perhaps 10 per cent. Practically, 
of course, some companies will always be 
lagging behind or even falling back, so that 
if 75 per cent show increases, this might 
be considered satisfactory. 

Of the 200 reports studied, the fact that 
only 53 per cent were able to better their 
previous mark indicates without doubt that 
the up-curve of earnings is flattening out. 

We have referred to this situation a num- 
ber of times and should like to drive home 
the point. It does not appear to have re- 
ceived the consideration it deserves, and the 
stock market, noted as a barometer, has 
given little attention to this trend. There 
is no question, however, but that stock prices 
depend in the last analysis on earnings and 
must sooner or later adjust themselves ac- 
cordingly. 

The aggregate first quarter profits of the 
group is slightly ahead of last year, which 
is a reassuring sign for business as. a whole 
and shows the maintenance of the margin 
of income even though individual companies 
may not share proportionately. If the two 
corporations that predominate in the steel 
and motor industries be eliminated from the 
list, the aggregate earnings of all those re- 
maining show a slight decrease compared 
with 1926. 

It must be admitted that 1926 was a rec- 
ord year, much above normal and one that 
sets a rather high standard for comparison. 
Nevertheless, if stock prices are being con- 
tinually bid up to “new highs,” this earn- 
ings trend is significant. 

If many of our big corporations are 
losing business to our “industrial giants,” 
the difficulty of the hundreds of thousands 
of small concerns at the other end of the 
scale is much worse. Commercial failures 
daily take their toll of the weaker units, 
and the banker dealing with all classes of 
depositors can observe the same tendency. 


Expansion in Bank Credit 


N addition to the foregoing developments 

regarding production, trade, prices, and 
profits, which have naturally been watched 
with interest on the part of bankers, prob- 
ably their attention has been even more cen- 
tered on the money situation. 

The expansion in bank credit shown by 
statements at the end of May, with member 
banks’ loans and investments $897,000,000 
above a year ago, of which only $215,000,000 
has been commercial loans, $349,000,000 
loans secured by stocks and bonds, and 
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$333,000,000 increase in investment holdings, 
raises the question of whether a dispropor- 
tionate part of the nation’s credit is going 
into investment and speculative ventures 
rather than ordinary commercial enterprise, 
and whether security prices are being marked 
up more than justified by underlying busi- 
ness. 

A similar movement is displayed in 
brokers’ loans which, as reported the last 
week in May, totaled $2,930,833,000, a new 
high mark for the current year, $212,000,- 
000 above February, 1927, and $522,000,000 
higher than the end of May, 1926. 

Of the total first mentioned, New York 
City banks supplied 31.5 per cent, banks 
outside of New York 40.7, and other lend- 
ers (corporations, etc.) 27.8 per cent. These 
details are rather interesting in view of the 
idea still widely held that the “call” mar- 
ket is supported mainly by the big New 
York banks. 

The fact that out of $900,000,000 credit 
expansion during the past twelve months 
only 24 per cent went into commercial loans 
reflects to some extent a new element in 
banking, namely, that the demands for bank 
credit are not so large as in the past, due to: 
(1) The lower stocks of goods carried by 
distributors and the hand-to-mouth buying 
régime; (2) the large earnings of recent 
years retained by concerns, making it un- 
necessary for them to have recourse to 
banks to supplement their working capital ; 
(3) the movement toward mergers resulting 
in large business organizations, which can 
more conveniently finance themselves by 
borrowing huge sums at a time in the in- 
vestment market rather than borrowing 
piecemeal from banks, where they will be 
subject to the requirements of balances, 
annual clean-up, etc. 

Perhaps this evolution has not been real- 
ized by commercial bankers generally, ab- 
sorbed as they are with the affairs of their 
own institutions and with individual trans- 
actions. But ask the bank examiner, for 
example, who has an opportunity to observe 
the workings of not one bank but many, 
who sees the relation of industrial com- 
panies, not with one bank, but with all. 


International Gold 
Transactions 


NOTHER feature of the money market 

is the series of international gold 

transactions during May affecting the cen- 

tral banks of England, France, and the 

United States. The principal events have 
been as follows: 

(1) Bank of France received approxi- 
mately $90,000,000 gold from Bank of 
England upon payment of certain indebted- 
ness secured thereby; (2) Bank of France 
shipped $30,000,000 of this gold to the 
United States; (3) Federal Reserve banks 
purchased $59,548,000 of this French gold 
in London to be stored there for the time 
being; (4) Bank of England sold Bank of 
France £3,000,000 gold ($15,000,000); (5) 
Bank of France purchased in excess of 
$40,000,000 gold in the United States (6) 
Federal Reserve statement of May 25 re- 
ports loss of $45,000,000 gold; (7) Federal 
Reserve System increased its holdings of 
government securities by $15,000,000, and 
$53,000,000 in the weeks ended May 18 and 
25 respectively. 


Bankers who follow international affairs 
have been somewhat mystified by these sev- 
eral transactions, but it is now generally 
believed that they forecast a program by 
France to stabilize the currency, in connec- 
tion with which gold reserves held abroad 
would assist in stabilizing fluctuations in 
franc exchange at the same time. 

The Reserve banks’ increase in holdings 
of government securities has tended to offset 
the effect of the loss of gold and prevent 
a tightening of rates in this market. Inci- 
dentally this strengthens the American Re- 
serve banks’ control over future fluctuations 
in rates here by restoring their earning 
assets’ account, which was drawn upon when 
buying the foreign gold. 

New York rates at the end of May stand 
firm, with commercial paper rather dull and 
collateral money in demand due to calling 
of loans to provide for the usual month-end 
requirements and to build up their reserve 
position. 


Rise in Foodstuffs Prices 


EPORTS of the commodity markets 

during the past month have been in- 
teresting reading to farmers and others in 
the agricultural sections as well. Crop plant- 
ing in many localities has been delayed by 
the late spring and wet weather and it is 
too early to secure reliable estimates for 
most of the principal crops. 

Department of Agriculture forecast on 
winter wheat is 593,900,000 bushels com- 
paring with 626,900,000 last year. 

We are giving below a table prepared 
from figures quoted daily in the New York 
Times showing prices of important food- 
stuffs at the end of May and the advance 
from the low points reached earlier this 
year. It is significant that in this full list 
of twelve commodities regularly quoted, an 
appreciable advance is shown without ex- 
ception. 


PRICES OF FOODSTUFFS. 
Wholesale Cash in New York Markets. 


Low, May 31, Per Cent 
1927 1927 Change 


Wheat, No. 2 red $1.42% $1.65% 
Corn (new), No. 2 yel.. ln 

Rye, No. 2 white 

Oats, No. 2 white 
Flour, std. Sp. pats.... 
Coffee, No. 7 Rio 

Butter cr. 

Eggs, fr. gath. 1st 
Lard, Mid. W 

Pork, mess 

Beef, family 


33.50 


19.00 20.50 


HE month of May approximated the 

highest record of nearly $700,000,000 
interest-bearing obligations. For the first 
five months of 1927 the total of new issues 
has slightly exceeded $3,000,000,000, and is 
20 per cent larger than the same period of 
1926. 

Investment offerings have come in such 
large volume and at yields driven in some 
cases so low as to cause a slight heaviness, 
even though absorptive demand on the part 
of the buying public remains enormous. 

Chief among the new offerings was $60,- 
000,000 City of New York 4 per cent cor- 
porate stock, due in fifty years, to yield 
3,90 per cent, and bonds maturing serially 
up to forty years to yield 3.50-3.90 per cent. 

This is the lowest rate at which New 
York has been able to borrow for eighteen 
years, or since a $38,000,000 issue of fifty- 
year 4s was sold in 1909 to yield 3.96. The 
present price (averaging 101.216), which re- 
sulted in a premium of $729,443 to the city, 
reflects not only the low yields to which 
high-grade municipals have now been driven, 
but also the keen competition among the 
large underwriting syndicates for an issue 
that carries such prestige and advertising 
value. As a matter-of fact, it is understood 
that this issue did not move into investors’ 
hands so fast as might be desired, and had 
the effect of slowing up the entire bond mar- 
ket temporarily. 

Another $60,000,000 issue was the Good- 
year Tire & Rubber Co. first and collateral 
trust thirty-year 5s, to yield 5.20 per cent, 
which was used to retire other bonds and 
preferred stock bearing higher rates so as 
to effect a reduction in charges. 

Next largest issue was $50,000,000 Erie 
Railroad Co. forty-year 5s, at a yield of 
5.30, the proceeds to be used for refunding 
and improvements. 

The Chesapeake Corporation $48,000,000 
convertible collateral trust thirty-year 5s, 
to yield 5.50, mark the first railroad issue 
of the sort for many years and were sold 
for the purpose of carrying stock of the 
Chesapeake & Ohio and other roads that 
has been accumulated in anticipation of the 
Nickel Plate merger. 

Two $40,000,000 issues made their appear- 
ance, one the Columbia Gas & Electric Cor- 
poration, to yield 5 per cent; the other, Phil- 
lips Petroleum Co., to yield 5.33, the latter 
representing financing due to conditions in 
the oil industry to which reference was made 
last month. 


Major Financing in May 


Issue 


City of New York, corporate stock 

City of New York, bonds 

Goodyear Tire & Rubber Co. 1st & Col. tr 
Erie Railroad Co. ref. & imp 

‘(Chesapeake Corp. conv. col. 

Columbia Gas & Electric Corp. deb 

Phillips Petroleum Co. s. f. deb 

Empire Oil & Refining Co. 1st & Col. tr 
Union Pacific Railroad C 

Remington Rand, Inc. deb. series A 

Cities Service Gas Co. Ist pipeline 

City of Budapest (Hungary), ext. s.f.. 
Empire Gas & Fuel Co. (Del.) notes. 
Allis-Chalmers Mfg. Co. deb 

Lone Star Gas Corp. s.f. deb 

Montana Power Co. deb. series A 
Westchester County, N. Y., park, highway, etc 
Brooklyn-Manhattan Transit Co. s.f. series A 
Phila. Suburban-Counties Gas & Elec. Co. Ist & ref.. 
Bell Telephone Co. of Canada, Ist series B 
Power Corp. of N. Y. deb : 

Investors uity Co. deb. series A 

Isarco Hydro-Electric Co. (Italy), Ist s.f.......... 


Due 


1927 
1928-67 
1957 
1967 
1947 
1952 
1939 
1942 


Amount Rate Yield 


$42,400,000 
17,600,000 
60,000,000 
50,000,000 
48,000,000 
40,000.000 
40,000,000 
30,000,000 
26,835,000 
25,000,000 
25,000,000 
20,000,000 
18,000,000 
15,000,000 
15,000,000 
12,500,000 
11,325,000 
10,262,200 
10,000,000 
10,000,000 
5,000,000 
5,000,000 
5,000,000 


NOnN 


wn 


OVID DOOR 


13 


—16.2 
—36.8 
—21.5 
—26.5 
— 6.2 
— 2.5 
— 1.8 
— 2.1 
— 7.2 
— 1.5 
— 7.9 
4% 1957 95 
5 1957 102% 
: 5% 1947 100 
5 1947 100 
7 1952 93% 
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16 S. WABASH AVE. Oo Ss 
CHICAGO u S m a Th 


Store in the 


ILLINOIS Middle West 


ORIENTAL RUGS 


Standard of Value” 


ORIENTAL RUGS 


When you purchase an Oriental Rug, there is 
wonderful mental satisfaction in the certain 


knowledge that it is of a quality that time and wear 
will enrich—not destroy. 


The Pushman guarantee and one-price policy give you every 
assurance and complete protection. 


Fine Persian Lavere Rugs 


These beautiful examples of the Persian weaver’s art are woven in the province of 
Kerman, far from the beaten path of European travelers and untouched by modern in- 
fluences. The quality of workmanship and material, the heavy, thick, silky pile and the 


rich harmony of their floral designs, give them a high place among the finer rugs that come 
out of the Orient. 


These Values Are Matchless 
Lavere: Price  Lavere: Price 
8.0x5.0 $350.00 $1500.00 
8.7x5.10 18x10.10 1850.00 
12.10x9.3 26x10.10 2600.69 
13x10.2 1050.00 25x14 3500.00 


Out of Town Service 


Guaranteeing all our Oriental rugs 
and carpetings as we do, we gladly 
send rugs on approval to responsible 
people. Just write us your require- 
ments and approximate price you 
wish to pay. 


PUSHMAN’S 
CHICAGO 


Established 
1885 


When writing to advertisers please mention the American Bankers Association Journal 
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Right Accounting 
(Continued from page 899) 


sufficient experience to understand these 
fundamental requirements, he should not 
attempt to choose his system or forms with- 
out consulting his examiner or some ex- 
perienced trust department executive who 
has studied not one or two, but several 
systems and forms. 

Many embryonic trust departments either 
use their own system, which usually con- 
sists merely of memoranda sheets, or choose 

a system recommended by a salesman from 
a printing concern who has neither operated 
; in kin { hica O W, 1t h | nor thoroughly understands the needs of a 
trust department. These records may suffice 
| when the department is small, but changing 


e kh | to the proper records at a later time will 
F necessitate far more expense and work than 
21 ,000 oreign Ban KY would have been needed if the proper sys- 


tem had been adopted at the outset. 

The use of inefficient, home-made records, 
drawn up by some official who thinks he has 
discovered a system no other trust man 

. ever thought of, when, in fact, the same 

In order that business system has probably been used and discarded 
by others years before as being inadequate, 

is one of the most common annoyances an 


—your business —may examiner has to contend with. 


A number of forms used by trust depart- 

 -* ° ments merely have debit and credit columns 

serv 1S Institu- for each account, with no provision for a 
balance column. Such forms necessitate the 

° 4 ° adding of the debit and credit columns and 
tion maintains bank- the subtraction of one total from the other 


when a trial balance is taken by the ex- 


h aminer. The usual trust department ex- 
Ing re ations wit aminer should, and usually does, realize 
. better than the average banker the ac- 
counting needs of a trust department, and 
21,979 foreign banks the new trust officer should not hesitate to 
consult his examiner before choosing his 
accounting system, as the best system for 

the examiner is the best for the bank. 


Fundamentals Are Simple 


HE accounting fundamentals of trust 

department work are extremely simple. 

The trouble comes in using the improper 

records to render these principles intelli- 

gible. The only use for any bookkeeping 

i is for the information it renders, and when 

| forms or systems are used that fail to give 
The CONTINENTAL and this information promptly ‘and efficiently, 


the object in using thesé records fails. 
Trust accounting records kept by national 
COMMERCI L banks differ greatly from the books or- 
dinarily kept by the individual trustee. 
B AN KS Usually, the individual trustee keeps sep- 
\ | arate books with innumerable accounts for 


i each estate, while national banks and trust 
_—— | companies, for convenience, had to adopt 
systems and forms that would adjust them- 
selves to most of the private fiduciary re- 
| lationships into which a bank might enter. 
RESOURCES HALF A BILLION—AND MORB i These systems and forms have become 
almost standardized and usually show the 
four accounts needed in nearly every estate 
or trust, namely “principal” and “income 
as liability or credit accounts, and “invest- 
ments” and “cash” as asset or debit ac- 
counts. The accounts are, in some cases 
sub-divided into other accounts, but the 
four accounts named are usually shown 
in every trust in one way or another. 
There should be three distinct stages to 
trust accounting, (1) entering the transac- 


ou 
| 
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tion in the journal, or book of original 
eniry, (2) posting these transactions to the 
trust ledgers, and (3) posting the daily 
entries by totals from the journal to the 
corresponding accounts in the general 
ledger, which ledger should create the 
settling figures for this department at the 
close of each day. 

The use of the general ledger in the 
smaller trust departments is not very preva- 
lent. As this ledger contains the control 
accounts of the subsidiary accounts in the 
trust ledgers, and also forms the basis of 
this department’s daily settlement, the neg- 
lect to use such a ledger creates a condi- 
tion harmful to both the bank and the ex- 
aminers, as it is almost impossible to ob- 
tain the balance of any account with any 
surety as to its correctness, without the 
balancing and proving of all other accounts 
in the department. 


Here Is a Danger 


= commercial department of a bank 
could not exist under present business 
conditions without a general ledger, and a 
trust department without the same method 
of control is as helpless as a ship without 
a rudder. The fact that so many trust 
officials do not realize the danger of not 
having a control of their department in the 
form of a general ledger is one of the 
hardest tasks a trust examiner has to con- 
tend with. Trust accounts are so dormant 
in their nature that any errors, intentional 
or otherwise may stay hidden for a long 
time unless some daily settlement is taken, 
but the heads of most trust departments, 
some with assets up to $15,000,000, do not 
seem to realize danger. To make matters 
worse, many of these smaller departments 
do not keep their work up-to-date. Income 
checks will not have been collected, cash 
book entries will not have been posted to 
the trust ledgers, bank statements not 
reconciled, and numerous other delinquent 
practices indulged in. The examiner re- 
alizes that such laxity is dangerous but 
the bank official insists he is overworked 
and that the examiner is unreasonable. All 
entries should be made and kept current, 
each day’s work being balanced that day. 

I have confined myself entirely to the 
most common form of accounting vexations 
that an examiner faces. Correct investment 
procedure, whether defined by the laws of 
the state, the trust instrument, court au- 
thority, or the bank’s directors, usually is 
well lived up to by the investing officials. 
So long as the trustee uses the highest 
degree of good faith and the discretion of 
a reasonably prudent man in the making 
of investments under the authority con- 
ferred, no fault need be found by an ex- 
aminer. 

To the bank exercising fiduciary powers 
let me repeat: 

Keep up-to-date trust records with a 
general ledger control with all the current 
day’s work entered and a daily statement 
taken. 

Look upon the examiner as a friend, 
idealistic perhaps, regarding banking meth- 
ods, extremely ambitious, vitally interested 
in the business of banking in all its 
numerous phases, whose work is not fully 
appreciated by bankers as a whole, and 
whose expert banking knowledge is seldom 
used to advantage by most bankers. 


50,000,000 
Miles of Wire 
Now Service 
the Nation’s 
Telephones 


NOUGH wire to 

encircle the earth 
more than 2,000 times 
is one of the important 
factors making possi- 
ble the73,000,000daily 
conversations over the 
Bell TelephoneSystem. 
More than 33,000,000 
miles of it is under- 
ground—representing 
an investment of more 
than half a billion dol- 
lars in conduits and 
cables. This nation- 
wide plant and the 
service given by it is 
the basis of Bell Sys- 


tem Securities. 


The stock of A.T. &T., parent Company 
of the Bell System, can be bought in the 
open market to yield a good return. Write 
for booklet, “Some Financial Facts.” 


“=$ELL TELEPHONE 
SECURITIES CO. inc 


D.F. Houston, President 
195 Broadway NEW YORK 
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PARAPHRASED PROVERBS 


That Service is 
Ordered Best that is 
Restricted Least 


You accept without question al! the 
items your depositors give you for col- 
lection. To what extent do you per- 
mit yourselves to be hampered by arbi- 
trary restrictions in converting these 
collections into cashP 


Our correspondents are not limited to 
“lists” in sending their business to us 
either as to place payable or bank upon 
which drawn. 


Our Transit and Collection Depart- 
ments are in continuous twenty-four- 
hour-daily operation. 


All items received at par. No charge 
for telegraphic transfers. ; 


THE 


PHILADELPHIA-GIRARD 
NATIONAL BANK 


PHILADELPHIA, PA. 


Capital, Surplus and Profits . . . $28,500,000 


English Banks 
(Continued from page 908) 


decade of its existence. Institutions in En- 
gland grow up often without any definite 
plan and are accepted as part of the national 
life without criticism, as long as they work 
satisfactorily. 

Another fact: that must be remembered 
is that institutions of all kinds in En- 
gland depend so much on the personal 
factor. One illustration of this is in the 
lending of “call money” by the banks. 
Call money in London is used mostly by 
the discount market and not by the stock 
exchange. But apart from this technical 
difference is the more significant one of 
the way in which this money is obtained. 
In London the borrowers go personally to 
the banks to obtain this credit and the per- 
sonal relationship is a very important 
factor. The existence of a call money 
desk in the New York Stock Exchange, 
where borrower and lender are brought to- 
gether automatically and without neces- 
sarily knowing one another, strikes an 
English observer as extraordinary. This 
personal factor permeates the whole of 
English life and business. On its effective 
side it accounts for the success of such 
a typically English evolution as the invest- 
ment trust where the ability and integrity 
of the board of directors is the essential 
factor in their success. It explains the 
custom of the older London issuing houses 
in apportioning out fields for new issues, 
and the tradition that it is bad form to 
poach on each other’s preserves. It ex- 
plains the acquiescence of the press in the 
privilege granted to two or three papers 
of high standing and long tradition in ob- 
taining the exclusive privilege of talking to 
officials of the Bank of England. It postu- 
lates an old established organization, both 
financial and industrial, where competition 
is not so keen as in a new country. 

The changes brought about by the war, 
leading to increased competition both at 
home and abroad especially with America, 
are tending to modify these conditions in 
England. Criticism of the banks, too, from 
Socialists is also leading them in self-de- 
fense to explain more fully what functior 
they perform in the community and_ to 
answer the charge of constituting a money 
trust. 

The importance of the personal factor 
in business in England also lays it oper 
to charges of favoritism which have some 
justification. Two English engineers, 
Austin and. Lloyd, who visited America last 
year to find out the secret of its industrial 
success stressed this factor in their book 
“The Secret of High Wages,” pointing 
out that contrary to American practice, 
positions as directors of companies in En- 
gland often go to those unqualified to hold 
them, but who obtain them through family 
influence or social standing. 


Publicity Carried to Excess? 


NGLISH bankers, on the other hand, 

maintain that publicity in America 1s 
carried to excess. They point to what they 
term the over-inspection of banks whiclr 
prevents them building up secret reserves 
and leads to failures in time of crisis. They 
emphasize the freedom accorded to Englislr 
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banking, under the law, which has allowed 
the development of branch banking and 
evolved the exceptional strength of the “Big 
Five’ banks of Britain. They think that 
the amount of information given by a bank 
a client’s financial status is excessive 
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and would never be tolerated in England. 


are doubtful of the utility of the 


of 
rica. 


statistical material available in 


Whatever the rights and wrongs of the 
situation may be, there is no doubt, that in 


democratic days the attitude of 


3ritish finance and industry to publicity will 
have to be modified. The need for a re- 
form of attitude cannot be better exempli- 
fied than by a recent event in England. The 
first census of production since 1907 has 
taken 


in the last few years. Two 


aiter the census was instituted the 


ppear. 
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DATE 


8-12 


9-11 
10-11 
14-15 
15-16 
15-17 
18 
18-24 


20-22 
21-22 
21-23 
22-23 
23-24 
23-25 
24-25 
27-29 


TE 
24-25 


11-15 


24-29 


first preliminary figures only are beginning 


The delay has been caused 


largely by the reluctance of many employers 
to disclose 
although it is treated confidentially. The 
of Trade has been compelled to 
prosecute in many cases and get fines imposed 
before the required information was forth- 


the information asked for 


Convention Calendar 


STATE 
ASSOCIATIONS PLACE 
District of Columbia 
Hot Springs, Va. 


Washington Tacoma 
Utah Salt Lake City 
Idaho Hayden Lake 
North Dakota Jamestown 
Ohio Cedar Point 
Maine South Poland 
Michigan 

S. S. “Noronic,” Detroit-Duluth 
Iowa Des Moines 
Mississippi Biloxi 
Wisconsin Madison 
Kentucky Lexington 
Illinois Danville 
Virginia Virginia Beach 
Colorado Estes Park 


South Carolina Asheville, 
South Dakota 
Deadwood in the Black Hills 


Montana Helena 
Nevada Reno 
Delaware Rehoboth 
Wyoming Thermopolis 
Indiana Indianapolis 
Arizona Flagstaff 
New Mexico Deming 
Nebraska Omaha 
OTHER 
ASSOCIATIONS PLACE 


New England Bankers 
Maplewood, N. H. 

American Institute of 

Banking Detroit, Mich. 

American Bankers Asso- 

ciation Houston, Tex. 

Investment Bankers 

Association Seattle, Wash. 


Trust Company Division REGIONAL 


CONFERENCE 


Aug. 11-13 Pacific Coast and 


Rocky Mountain States 
Portland, Ore. 


Who would pay? 


I THE safe-deposit vault in your bank were plundered, 
would your institution be held accountable or would 
the loss fall on the individual box-renters? 

The laws of various states differ widely in assigning 
responsibility for such occurrences. Court decisions de- 
pend on the individual facts in each case as they are revealed. 

Even if your bank were able to successfully defend ‘the 
various suits for recovery, there would be heavy expenses 
to be met and public opinion to be faced. 

Since safe-deposit burglaries are quite possible, in spite 
of all precautions, adequate insurance is essential for 
absolute security against loss. 


Etna Safe Deposit Insurance 


A bank insures its own property. There is implied ‘* moral 
responsibility’’ to also insure the property of lessees of 
safe-deposit boxes. The cost is insignificant in proportion 
to the security afforded. 


Ask Any Aitna-izer 


for full information on this important matter 


FETNA-IZE 


AATNA CASUALTY & SURETY CO 
affiliated with 
Lire INsuRANCE Co. 
AUTOMOBILE INSURANCE Co. 
of Hartford, Connecticut 
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How a Kentucky 
(Continued from page 888) 


market, and he will work out his own salva- 
tion. As a banking proposition, show him 
he can raise dollars exactly as he raises 
wheat—that anything planted in proper soil, 
will grow and increase, thirty, sixty and 
one hundred fold; that the multiplied power 
of many small accounts turns the wheels 
of progress and spells prosperity for all, 
That for a man to spend all that he makes 
is as childish and tragic as if a nation ate 
all of its wheat and all of its corn and saved 
none for seed. That a bankrupt citizen 
makes a warped, twisted citizen, with a dis- 
torted idea of the relative value of things 
—a man who is pleased with nothing, neither 
his government nor himself. He is like the 
colored girl who was “keeping company” 
with the negro boy next door. Her mis- 
tress said “Mary, don’t you know you 
shouldn’t go with George? He is married.” 
“Yes, ma’am,” said Mary, “I knows he is 
married, but he ain’t satisfied.” 


Are We Too Serious? 


E probably take ourselves and our 
business too seriously. It’s a_ real 
tragedy when a man’s business runs him, 
and makes him forget how to play. There 
is too much tension and strain in our daily 
lives. When you lie down on the bed at 
night, you hold yourself up; you can’t let 
things go, you can’t even let yourself go. 
Recreation and amusement are just as vital 
and necessary as to chase a dollar, organize 
a cotton or oil pool, or control a political 
machine. And but for the outdoor life and 
play, with the green beneath and the blue 
above, you bankers would get in a rut so 
deep that all the King’s horses and all the 
King’s men couldn’t pull you out again. A 
rut and a grave are just the same, except as 
to length—in either you are more dead than 
yesterday’s feet moving to yesterday’s drums 
—you can’t always tell by looking at a man’s 
tombstone the exact date when he died. 
Down in my quiet corner of Mother 
Earth, when the shadows begin to gather 
in the evening, and the bull frogs croak and 
the crickets chirp, I sit and wonder if all 
bankers do as we do in Kentucky—pay 
more than we should for time and savings 
deposits. Most of the year, banks do not 
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The recently completed Bank and Office 
Building for the Merchants National Bank, 
Cedar Rapids, Iowa, is typical of the Complete 
Service rendered by Weary and Alford 
Company including— 


Preliminary Survey 


Design and Engineering 
Structural 
Mechanical 


Bank Equipment 
and Vaults 


Construction Management 
Rental Service 


WEARY AND ALFORD COMPANY 
BANK AND OFFICE BUILDINGS 
1923 CALUMET AVENUE 
CHICAGO 
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need to borrow—they are working the other 
side of the street—and when in need, they 
can get unlimited funds the day they need, 
and pay back the day they no longer want 
it—then why, in the language of the wood- 
cock, should we obligate ourselves to borrow 
untold millions at a comparatively high rate 
for the entire year, regardless of whether 
we need it or not? 

In the United States there are 8000 
national and 20,000 state banks, with re- 
sources of $50,000,000,000 and of this $28,- 
000,000,000 are saving and time deposits. 
Cut the rate just a little and watch your 
profits grow. Don’t need it? The average 
dividend earnings on capital and surplus in- 
vested in banking in the United States last 
year was less than 7 per cent. With your 
ability and industry, that isn’t enough. You 
could make more by betting intelligently on 
who will win the next Derby. 

I have a horrible suspicion the reason this 
rate is not lowered is due, not to the in- 
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sistence of the depositor, but to the banks 
themselves. Bidding against each other, 
until the profit on this character of business 
is minus—mind centered on volume and not 
on dividends—the fear that some other bank 
will tear down your playhouse and steal your 
pet customer. If you don’t think this is true, 
just suggest to your group meetings that 
a fair test be made at a reduced rate, and 
every mother’s son of you will be as silent 
as a Jewish Rabbi at a Ku Klux meeting. 
Do you consider it profitable at the high 
rate? Dare you charge it with its share 
of the overhead, taxes, salary, rent, and 
then be fair when you get the answer. 
We all want the rate lower, but are afraid 
to play Moses and lead out of the wilder- 
ness. A small boy said “The spinal column 
is a long wobbly cord that runs up and 
down your back—your head sits on one end 
and you sit on the other”—we bankers are 
a teenie bit lacking in the long, wobbly 
cord. 

It is as difficult to get us to do something 
new and different, as it would be to send 
a lettuce leaf by a rabbit. We need some 
of the initiative of the clothing salesman, 
who, when a man died, sold the widow for 
his burial outfit a suit of clothes with two 
pair of pants. 


On the Federal Reserve 


HAVE a complaint to make against the 

Federal Reserve Bank. I know it’s right 
for them not to pay me interest on money 
kept with them for legal reserve require- 
ments—they admit it, and they don’t pay— 
and I am almost reconciled to being fined 
for every dollar and every day I am short. 
But if I am to be penalized when short, 
wouldn’t it be all right for the same expert 
accountants, in their leisure moments, to 
figure up and allow me interest at the same 
rate for all money kept with them, in excess 
of my legal reserve requirements? What’s 
sauce for the goose should not be un- 
palatable to the gander. 

I am not objecting to the Federal Reserve 
System—it’s high priced but good insurance, 
and well worth the money. I am glad it is 
now under what is equivalent to a perpetual 
charter, and will no longer be a football 
in the political field. 

We bankers need unity of thought and 
action—that’s what moves mountains—a co- 
ordination of our forces and a working to 
a common goal. According to the Bible 
standard you are men of more than one 
talent. You wield a power and an influence 
greater than you realize. See that you have 
the proper vision. A dreamer lives forever, 
but a toiler dies in a day, and where there 
is no vision, the people perish. 


Keep the Vision 


ECAUSE a Genoese sailor had a vision 

of a new world, here between the 
oceans you and I have a land flowing with 
milk and honey, an ark of safety and a haven 
of refuge for the oppressed people of all 
earth. Because a gawky country boy, 
Edison, had a vision of the latent forces 
over and above and around him in the air, 
the night has been turned into day. The 
world has become a whispering gallery—at 
your own fireside out of a wooden box, born 
Ina dreamer’s brain, you listen to voices 
long since hushed in a sleep that knows no 
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International 


Securities Trust 


OF AMERICA 
A MASSACHUSETTS TRUST 


Resources over $25,000,000 


IVERSIFICATION, 
D international and 
inter-industrial, is rep- 
resented in the shares 
of this investment trust. 
The holdings comprise 
more than 500 securi- 
ties, including both 
bonds and stocks, selec- 
ted after careful analysis 
and constantly super- 
vised. 


For information, address 


American Founders Trust 
A MASSACHUSETTS TRUST 


1 Federal Street 50 Pine Street 
Boston New York 


waking. You hear the wonderful music 
of a Caruso, the matchless oratory of a 
Bryan, the immortal truths told only by a 
Billy Sunday or a Gipsy Smith. 

Don’t let the taint and blemish of the 
money you handle work too deep into the 
warp and woof of your spiritual fibre. 
Don’t let the material things of life bulk 
too large with you. Don’t take the money- 
kings of earth as a pattern or an example 
to fashion your life after. There never 
was but one perfect banker. He dwelt 
2000 years ago with simple fisher folk in 
the quiet valleys and sleeping hills of Gali- 
lee. He walked with crowds, but he kept 
his own individuality—He talked with kings, 
but he never lost the common touch. He 
associated with thieves but he kept his 
honesty; he consorted with sinners and 
harlots, but he retained his purity. He 
made heavy investments in those weary in 
trespass and in sin, and though he saved no 
money, he saved men’s souls. He deposited 
his shed blood to the credit of all his custo- 
mers, the good and the bad, the white and 
the black, the solvent and the insolvent— 
so that now all the Sons of Men have a 
checking account and a working balance in 
the Twenty-Four Hour Bank of Heaven 
where the time locks are never set and the 
vaults are never closed. 


Group Subscriptions 


Every person in a responsible position in 
the bank should have his own copy of the 
JourNAL. It adds to his ability to serve 
the bank. 


eon? AND 


3 NE week after the 

day a Chicago 
bank notified us of a loss 
under a Bankers’ Blanket 
Bond which it carried, 
the president of the bank 


had our check in settle- 
A blanket bond 


gives broad protection 


ment. 


at moderate cost. 


May we have our agent 
in your city give you the 


facts? 


United States Fidelity 
and Guaranty 


Company 


BALTIMORE, MARYLAND 


Over 7,500 Branches and Agencies 
in United States and Canada 
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The Chemical Policy is to 

seek growth in its deposits 

by aiding legitimate growth 
among its depositors. 


WE WANT YOUR ACCOUNT IN ORDER 
TO CONTRIBUTE TO ITS GROWTH. 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


B’WAY at CHAMBERS, FACING CITY HALL 
FIFTH AVENUE at TWENTY-NINTH STREET 
MADISON AVENUEat FORTY-SIXTH STREET 
B’ WAY at 44thST. (PARAMOUNT BUILDING) 


Centralized Accounting for Branches 
(Continued from page 907) 


from the use of this system. The main 
office will undoubtedly have the bulk of the 
exceedingly active accounts, and the book- 
keepers of that office may be handling on 
an average of 500 accounts apiece. We have 
found that each of these bookkeepers can 
take on, say, 100 or more of the less ac- 
tive branch accounts, without being over- 
burdened, thereby reducing the book- 
keeping force of the bank considerably. 
A saving also results from the fact that 
work can be allotted more evenly than 
would be the case if the books were in 
the branches. 

All items are not only handled by the 
main office, but also the branches are ac- 
counted for under the centralized accounting 


system, and this is accomplished without 
the auditing department having representa- 
tives at the various branches. All of the 
general ledger tickets, which are the prin- 
cipal basis of control, come under the audi- 
tor’s observation. Expenses are easily item- 
ized under the various headings for analysis. 
The individual ledgers can be examined for 
fraudulent overdrafts and correct proofs 
without traveling to branches. 

The troublesome float account between 
branches and the main office, which takes 
so much time to reconcile in many institu- 
tions, is done away with. Transit letters 
go out from only the main office, which 
practice assists the auditors in reconciling 
quickly and without confusion. 
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The Safe Deposit 
Department 


By M. T. RILEY 


OW on row and pile on pile they 

stretch away—long walls of silver 
shining, glittering, cold. The warm light 
glances off from their burnished 
the little keyholes are inscrutable eyes 
close-shut against the prying world. The 
very air is heavy with silence—and secrets, 
secrets piled one 6n another, row on row 
and pile on pile. There is only the sharp 
tick of the clock, the courteous, furry tones 
of the attendant, and the far-away throb 
of the busy life of the bank in the marble 
halls above to form a muted undertone to 
the stillness. 

All day the people flow in a thin trickle 
down the broad steps and up again. There 
is the soft jingle of keys; a shining door 
gives forth its long black box, and the 
creamy-lighted little booth absorbs it. Were 
they endowed with life, the walls of these 
little boxes of light might fairly quiver 
with the sights seen and whisperings heard. 
They have glimpsed the comedies and trage- 
dies of life. 

The little black boxes—suave, immutable 
—give no hint of the griefs, the joys, the 
jealousies, they hold. Here, in this one, are 
crisp, smug impersonators of money whose 
offspring, the vari-colored coupons, the man 
with puffy fingers greedily snips with sharp, 
hungry shears; here, in this one, is a home, 
built brick by brick and board and _ nail 
by sacrifice and scrimping and the selfless 
joy of Love; here, in this one, is another 
home, built easily, substantially, luxuriously, 
out of the cold selfishness of Pride. In 
this one is sorrow—a pair of baby shoes 
and a crumpled baby dress, to which the 
lonely, faded littlke woman comes regularly 
on one day of the year. Here are the rem- 
nants of vanished means—glittering jewels 
tucked away in darkness while the hands 
for which they were bought toil over stove 
and washer and broom. There, in that one, 
is glistening aristocratic silver that graces 
the table of luxurious foods and _ brilliant 
conversation, gloating over its pride of race 
in the dark periods of its imprisonment. 
In the long paper within that one is the 
title to fields of growing things: golden 
wheat, crimson apples, the soft contentment 
of home close-bound to Nature; there, in 
that one, is a fine lace wedding veil and 
a divorce decree, side by side with a spray 
of dried orange blossoms and a discarded 
gold band. In this one is labor; in that, 
theft; here is sacrifice; there, selfishness; 
above is hypocrisy; below is tragedy; on 
one side, greed; on the other, beauty—all 
tight locked behind the inscrutable faces of 
little steel doors. 

Here, in impersonal privacy, lives grow 
and wither, homes are built and lost, life 
cringed at, life scorned at, life laughed at. 
For here, secure from fire and storm and 
prying eyes and whispering lips, men and 
women hide their hopes and dreams and 
memories. 
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J. H. Puelicher Heads 


Board of Trustees 


OHN H. PUELICHER, president of the 

Marshall & Ilsley Bank of Milwaukee, 
has been appointed by President Traylor, of 
the American Bankers Association, to serve 
as chairman of the Board of Trustees, 
charged with investing the funds of the 
Educational Endowment Fund. 

At the Spring Meeting of the Executive 
Council of the American Bankers Associa- 
tion the following by-law was formally 
adopted : 

“The American Bankers Association hav- 
ing, in commemoration of its Fiftieth Anni- 
yersary, created an Educational Foundation 
to establish scholarships in economics and 


promote economic research for the purpose | 


of developing a sound public understand- 
ing of the business questions which under- 
lie and vitally affect our national welfare 
and prosperity, there is hereby created a 
permanent Board of Trustees to consist of 
eleven members, as follows: 

“Five members ex-officio, 
President, First and Second Vice-Presidents, 
and Executive Manager of the American 
Bankers Association, and the Educational 
Director of the American Institute of Bank- 
ing, and six members to be appointed by 
the President of the American Bankers 
Association, one each for two, three, four, 
five, six, and seven Association years re- 
spectively; thereafter, at the beginning of 
the Association year, the President shall 
appoint one member each year for a period 
of six years. Retiring members shall be 
eligible for reappointment. Vacancies shall 
be filled for unexpired terms by appointment 
of the President. The Board of Trustees 
shall elect its own chairman annually from 
the appointed members. 

“Such Board of Trustees shall have the 
custody of such fund and may intrust the 
custody to corporate fiduciaries, and shall 
have full power of investment and admin- 
istration of such fund and the income 
thereof.” 

The other appointive members of the 
Board are: Lewis E. Pierson, chairman of 
the board, American Exchange Irving Trust 
Company, New York City; Evans Woollen, 
president, Fletcher Savings & Trust Com- 
pany, Indianapolis, Ind.; Francis H. Sisson, 
vice-president, Guaranty Trust Company, 
New York City; Leonard P. Ayres, vice- 
president, Cleveland Trust Company, Cleve- 
land, Ohio, and George E. Roberts, vice- 
president, National City Bank, New York 
City. 


New Courses for 


the A. I. B. 


PLANS have been made to enlarge the 
curricula of the American Institute of 
Banking so as to include courses in Bank 
Management and Trust Functions and two 
special graduate courses in Investments and 
Credits, according to an announcement made 
at the Spring Meeting of the Executive 
Council of the American Bankers Associa- 
tion by Paul B. Detwiler, President of the 
Institute. 

The American Institute of Banking now 
has a membership of 59,096 and the actual 


namely, the | 


divisions of trade. 


tions of this country. 


Protect the lifeblood 


of Commerce 


IKE the blood in your own body, the cash-stream of com- 
merce is the energizing force that is constantly building 
and creating, supporting and strengthening the many 


This great stream of money, negotiable everywhere, 
demands the utmost protection while it is in your hands. 
The first function of banking is the physical stewardship 
of the vast funds entrusted to the many financial institu- 


The large deposits in your vaults are a constant challenge 
to the keenest criminal minds. To be constantly ahead of 
their ingenuity and daring, be sure you know about the 
super-safety of YorK Vautts—the vaults that have 
defeated the best burglar brains for forty years. Write for 
complete information today. 


YORK SAFE LOCK COMPANY 
C, LOL __ Factory and Principal Office - York, Pa. 


Graybar Building, Sloan & Robertson, Architects. 


Robertson, Todd Engineering Corp., Builders. 


student enrollment during the present sea- 
son is 35,233. There are now 192 chapters 
of the Institute, which is the educational 
arm of the American Bankers Association. 

The course in Bank Management and 
Trust Functions will be open to all mem- 
bers, while the graduate courses in special- 
ized banking are designed for holders of the 
Institute’s Standard Certificates. The course 
in Credits will include the study of the 
Analysis of Financial Statements, Bank Ad- 
ministration, Credit Principles, and Business 
Forecasting. The Investments course will 
cover the same subjects except that Invest- 
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This invulnerable York 
Vault, in the mammoth 
new Graybar Building, 
New York City, stands 
constant guard over the 
large sums held by this 
branch of the Chase 
National Bank, which : 


recently merged with 
the Mechanics and 
Metals National Bank to 
form one of the largest 
financial institutions in 
the world. 


Todd 


ment Principles will take the place vi Credit 
Principles. 

Announcement was made that Dean Ste- 
phen I. Miller, National Educational Di- 
rector, was organizing a new Board of 
Regents, which will include men who are 
specialists in the principal subjects taught 
by the Institute. 

Plans are now under consideration for the 
extension of Group Study Classes on a 
larger scale so that the bank employee in 
the rural districts may avail himself more 
fully of the educational facilities of the 
A. I. B. 


(AULES 
| 
| | 
| 
| 1 
| 
4 
| 
ie} 
| | | 
| 


AMERICAN BANKERS ASSOCIATION JOURNAL June, 1927 


V4 


“Do You Carry 


Credit Insurance?” 
Leading Bankers Ask Their Customers 


A well-known bank of New York City writes: 


“No doubt you will be interested to learn 
that we arranged to incorporate into the forms 
used for securing financial statements this 
query: Are your accounts covered by credit 


insurance?” 


Many other banks, in all parts of the country, 
tell us the same thing. They quickly see the 
value, to themselves.and to the Manufacturers 
and Wholesalers who are their patrons, of hav- 
ing the latters’ book accounts protected against 
abnormal and unforeseen bad debt losses. And 
American Credit Insurance has been providing 
such protection for 33 years. 


AMERICAN 


CREDIT~- INDEMNITY Co. 


OF NEW YORK 


J. F.M° FADDEN, presipENntT 


Offices in All Leading Cities 
New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 
In Canada: Toronto, Montreal, Etc. 


Will Urge More Federal Legislation 


ITH the McFadden-Pepper bill a law, 

and the charters of the Federal Re- 
serve banks extended indeterminately, the 
American Bankers Association may be ex- 
pected to direct its attention to urging the 
passage of lesser banking legislation. 

A review of the activities of the Com- 
mittee on Federal Legislation was presented 
to the Executive Council at Hot Springs 
in May, and satisfaction was expressed over 
the outcome of the Association’s efforts to 
have the McFadden bill enacted. 

Aside from the McFadden bill, the com- 
mittee reported that it had been active in 


promoting the passage of the Capper- 
Ketcham bill, which provides for increased 
appropriations for Boys’ and Girls’ Club 
agricultural work. The purposes sought by 
the bill have been indorsed by the Ameri- 
can Bankers Association. 


T the last session an effort was made 
to have Congress pass a measure mak- 

ing state bank members of the Federal 
Reserve System eligible as depositories of 
public moneys. The Association is on rec- 
ord as favoring a law to exempt trust de- 
posits in commercial departments of banks 


from reserve requirements, as well as an. 
other bill which will permit the deposit of 
securities for funds of insolvent national 
banks, postal savings funds and public > money 
generally to be made not only with the 
Treasurer of the United States, but, at the 
option of the bank, with the Federal Re. 
serve Bank or any branch thereof in the 
district where the depository bank is Io- 
cated. 

These measures are to be pursued at the 
next session of Congress, and the commit- 
tee has recommended that the Association 
urge three other measures, all of which are 
designed to tighten up the Federal laws in 
dealing with crooks operating against banks. 
One bill would prohibit and punish those 
who transport stolen property in interstate 
and foreign commerce. A _ second would 
make unlawful, with certain exceptions, the 
shipment of pistols and other concealable 
weapons in interstate commerce, while a 
third would increase the penalty now im- 
posed by law for mail frauds, mail rob- 
beries and fraudulent bankruptcies. 


ii» reporting that the Senate had passed a 
resolution directing “a thorough investi- 
gation of alleged lobbying activities” in con- 
nection with the McFadden bill, the com- 
mittee told the Council that it would “wel- 
come such an investigation so far as it is 
concerned.” “During its long history,” it 
was stated, “the American Bankers Asso- 
ciation has never paid money for a profes- 
sional lobby and its activities in- connec- 
tion with the McFadden bill, as with every 
other bill which it has urged and opposed, 
have always been conducted in an open 
and public manner.” 

It is generally understood that Senator 
Glass was not moved to order an investiga- 
tion on account of the American Bankers 
Association’s activities, but rather to in- 
vestigate the lobbying of a group seeking 
to have the so-called Hull amendments in- 


corporated in the McFadden bill. 


State Banking Laws 


HE year 1927 will witness the enact- 

ment of much new legislation in the 
various states, according to a report sub- 
mitted to the Executive Council at its re- 
cent spring meeting by the Committee on 
State Legislation. At that time twenty-nine 
legislatures had adjourned after being in 
session, while twelve were still at work. 
The Georgia legislature will convene on 
June 22, while special sessions in New Jer- 
sey, Texas, and North Dakota are to be 
held, although these legislatures have met 
and adjourned previously this year. 

The report stated that “a considerable 
degree of success” had been experienced in 
getting states-to enact laws adopting the 
principles contained in the twenty-five uni- 
form banking measures recommended by the 
American Bankers Association. Twenty- 
one of the subjects had been previously rec- 
ommended and urged for general adoption 
and four new subjects were inserted in the 
1927 program. States were asked to enact 
laws providing for a state arbitration act, 
a uniform chattel mortgage law, the recip- 
rocal exemption of inheritance taxes on in- 
tangible personal property of non- -resident 
decedents, and an act making robbery with 
dangerous weapons a felony. 
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5 committee recommended to the Ex- 
ecutive Council that the American Bank- 
ers Association give its approval to two 
other laws—a measure, adopting the prin- 
ciple of the bill drafted by the National 
Crime Commission, to regulate the sale, 
possession and use of concealable weapons, 
and another to lessen the present barriers 
to the conviction of receivers of stolen 
property—thus tending to eliminate the 
“fence” as an element of crime. 

After reciting the various changes made 
in the state banking laws, the Committee, 
of which William S. Irish, of Brooklyn, 
N. Y., is Chairman, summarized the accom- 
plishments in state legislation as follows: 

“A characteristic of many of the laws en- 
acted this year is the general strengthening 
of the banking system. A number of states 
have increased the minimum capitalization 
requirements of their banks and provided 
for more effectual supervision. Montana 
in its enactment of a new banking code is 
a noticeable example in this respect. Arkan- 
sas has limited the rate of interest which 


may be paid on deposits to 4 per cent. Many | 


states have made provisions designed to in- 
crease the safety of loans and other invest- 
ments. Texas has repealed its guaranty 
law and made provision for the incorpora- 
tion of clearing houses and the exchange 
of credit information. No new state has 
adopted a guaranty law this year, despite 
the introduction and urging of such laws 
in many of the states. South Dakota, whose 
people refused to allow the legislature to 
repeal the guaranty law of that state, has 
made certain changes in the existing law 
in an attempt to make it workable. 

“The general impression derived from a 
survey of bank legislation this year is that 


the bankers have come to a realization that | 


it is incumbent upon them to take the in- 
itiative in urging legislation which will make 
for sound banking and materially reduce the 
past record of bank failures, if they would 
forestall such initiative being taken by the 
people in the form of bank guaranty laws 
and other ill-advised measures.” 


Powerful Factors 
(Continued from page 900) 


a consequent softening effect on rates in 
the foreign markets and an increased tempta- 
tion for money to flow from foreign markets 
back into francs, the French evidently de- 
cided to buy gold abroad and thus withdraw 
credit from the foreign money markets. This 
would tend to harden rates in the foreign 
markets and so discourage the flow of funds 
toward France. The truth seems to be 
that the sale of francs to prevent a rise 
in their value has reached embarrassing pro- 
portions. 

Current estimates of the size of the 
balances held by the French Treasury and 
the Bank of France in the New York and 
London markets exceed $800,000,000. Bal- 
ances of this size clearly give the French 
authorities very great influence in our money 
market. If they were to turn a few hundred 
millions of their balances into gold, a 
hardening tendency in rates would be un- 
avoidable. With our own great reserves and 
with the Federal Reserve System lending 
$200,000,000 less than was considered normal 
a few years ago, the prospect would not 
be alarming for us, although control of the 
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Advertising Efficiency ¢ 


How Autopoint reduces the waste of 
ordinary advertising for many banks 


OU never saw an Autopoint Pencil go 
into a wastebasket. The man who has 
one presented to him carries it in his pocket 


for years. And every time he uses it, he your bank—perhaps a selling message— 

arrel. Your prospect is impressed. Auto- 
Circulars, form letters, most advertising is point stays in his pocket. Each day your 
scantily read, quickly discarded. And all ™essage is a reminder of you countless 
that fails to increase your business is a times. 


waste of money. Hence, Autopoint, by doing 
its work efficiently, and constantly, elim- 
inates this waste . . . it buys the most ad- 
vertising for your advertising money. 


mendation. 
Not a Mere Souvenir—A Real I P 
Advertioonnent et us send you complete information. 
’ ; ern There is no obligation. At least find out 
Autopoint is successful because it is in- what Autopoint can do, and where it fits 


trinsically valuable—because no one but ap- 


MAIL COUPON TODAY 


' 
AUTOPOINT COMPANY 
4619 Ravenswood Ave., Chicago, Ill. ' 
' Without obligation, please send 
d sample Autopoint, 
booklet, sales-building proposition, prices, etc. 
"The® Better Pencil” 
' 
' 
1. Cannot “‘jam’’—protected by an exclusive | 
2. Bakelite barrel—onyx-like, light-weight ma- Title 
° 
3. But one simple moving part. Nothing com- 
Dlicated to go wrong. No repairs, no bother, | 
wre 


Autopoint is never thrown away. 
other advertisement can you say this? 


You present Autopoint with the name of 


The increasing use of Autopoint by the thou- 
sands of banks that use it as a definite part 
of their “selling plan,” is its best recom- 


into 


, j your plans. Why not mail the coupon 
Ppreciates its merit once they have tried it. today ? ais 


Mail Coupon 
for sample Autopoint 
Offer to executives only 


Of what 


money market obviously would be thrown 
much more into Federal Reserve hands. For 
those countries which have a much smaller 
margin of reserve, the problem would not 
be so simple. 


Have Offset the Effects 


SIDE from the French authorities, the 
Federal Reserve banks will have the 
most to say in the matter. In the present 
instance the Federal Reserve banks offset the 
effects of the sale of gold to the Bank of 
France by the purchase of some $50,000,000 
in government securities. The Reserve 
banks have thus taken the initiative to pre- 
vent a hardening of our money market, just 
as they did to prevent a softening of the 


market when the French sold gold two 
weeks before. The Reserve System plainly 
is following a policy of stabilizing the money 
market. What will happen to rates in the 
weeks just ahead will depend on the extent 
to which the French carry their purchases 
of gold in London and New York, the 
extent to which the Federal Reserve 
authorities are inclined to neutralize the ef- 
fects of these purchases and the degree of 
cooperation that may be developed between 
the central banks concerned. An interested 
spectator, along with bankers and business 
men, will be Mr. Mellon, who has called for 
redemption on November 15 some $1,700,- 
000,000 of Second Liberty Bonds and who 
is hoping to borrow funds for his refunding 
operation in the interim at a favorable rate. 
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The Marine Knows 
Buffalo 


Because its thirty - 


three offices are cen- 


trally placed in every 


business and residen- 


tial neighborhood. 


m™ MARINE 
TRUST GOMPANY 


OF BUFFALO 


Resources more than $200,000,000 


On the Frontier of Industry 
(Continued from page 870) 


We all know industry is on its way, but 
the important thing to learn is where is it 
going? 

Research is an industrial X-ray revealing 
basic causes and conditions. Research ac- 
tivities forecast future trends. The work 
of the research laboratory today is the com- 
mercial product of 1929 or 1930. 

New developments in welding will elimi- 
nate the noise of riveting, reduce fabrication 
costs, and save steel in future building op- 
erations. By 1930 we may have dashboard 
control of carburetors, with a reduction of 
operating costs, a cut in gasoline consump- 


tion, and a visible reminder of the most 
economical running speed. This is at least 
one automotive research laboratory’s prom- 
ise of a new accessory for the drivers of 
the 1930 models. 

Laboratory demonstrations of television 
forecast a future of feature pictures, prize 
fights, and the latest Broadway hit brought 
to the home of every telephone subscriber. 

Experiments under way at the Eastman 
Kodak laboratory in electroplating rubber 
will encourage some enterprising manufac- 
turers to go into the business of “casting” 
hot-water bottles, rubber aprons and_ bath- 
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ing caps. The process is cheaper and bet- 
ter control is possible than methods used in 
present practice. 

Corrosion fatigue tests being run in the 
research laboratory at Annapolis for the 
Navy already show that moving metal parts 
grow tired and break down under the strain 
of working in sea water much faster than 
their land brothers working in air. In fact, 
it looks as though they die a premature 
death, their’s is only 60 per cent of the life 
of metals in air. Perhaps we'll have to re- 
vert to war-time practice and build rein- 
forced concrete dreadnoughts in the future. 


The Lag Before Introduction 


HE “time lag,” the period represented 

by time elapsed from research labora- 
tory discovery to industrial application, jis 
unavoidable. A product in the test tube 
stage of development cannot be released for 
commercial production until the mechanical 
difficulties of the process have been perfect- 
ed. In order to maintain scientific control 
during the development of the process, small 
units of equipment and small scale volume 
of product are first tested in what is known 
as semi-commercial scale operation. A test 
tube of viscose converted into lustrous 
strands of thread is a long way from full- 
scale production of rayon stockings. 

Great industrial companies with millions 
of dollars tied up in present model stock on 
the shelves cannot afford to release a new 
process or product for production until the 
development costs and a profit has been made 
from the sale of current models. The re- 
search laboratory has been geared up and 
integrated in the whole machine of indus- 
trial progress to focus on futures, and se- 
cure the present position of the industry or 
company which supports it. 

Nevertheless, the research worker is blaz- 
ing a trail which leads to the broad high- 
way of commerce. Here in the laboratory 
the first stakes are driven which mark out 
the frontier of industry. The general di- 
rection of the advance is unmistakable. 
The signboards on the road to industrial 
progress are painted in the laboratory. Built 
by research, new industrial skyscrapers are 
anchored in the bed rock of pure science; 
the flexible steel frame is fashioned by ap- 
plied science; and the stone and mortar are 
fitted in place by practical experience—the 
technology of the industry. 


Study Bank Failures 


HE causes underlying the numerous 

bank failures in recent years are to be 
made the subject of a study by the Eco- 
nomic Policy Commission of the American 
Bankers Association. 

At the Spring Meeting of the Executive 
Council, a sub-committee, composed ot 
Walter W. Head, Dr. Walter Lichtenstein, 
Max B. Nahm, and Evans Woollen, was 
designated to canvass the situation and con- 
fer with a similar body investigating the 
reasons for bank failures on behalf of the 
Federal Reserve Board. The sub-committee 
is to report to the full Commission at 4 
meeting to be held before the Annual Con- 
vention at Houston regarding the work 
needed in order to investigate the subject 
proposed fully and to make a preliminary 
report of its findings. 
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Frank Franc Statistics 
(Continued from page 896) 


prices to 100 in October, 1925, and thence 
all the time below the 1913 prices until they 
reached the low point of 73 in July of the 
following year when tourist traffic was at 
its height, not reaching par again until No- 
vember, 1926. The average for the year was 
88. In other words, for just one year, from 
November, 1925, until October, 1926, inclu- 
sive the retail prices in France averaged less 
than they did in 1913 by 12 per cent. The 
cost of living in France measured in gold 
was 12 per cent below the cost of living in 


1913. 
Was the Tourist Benefited ? 


OW, where does the American tourist 

come in? Well, where does he? Like 
the Japanese schoolboy, I “ask for to know.” 
Will anyone suggest that the American 
equivalent of prices charged American tour- 
ists in France in July, 1926, were only 73 
per cent of those charged tourists in 1913? 
Let us answer the rhetorical inquiry by the 
statement that they were nots The 1926 
prices ranged from par upward, with the sky 
the limit—say from 150 to 200 per cent as a 
usual range. Of course there were and are 
many things which could and can be pur- 
chased more cheaply in France than in the 
United States, but when transportation, duty 
and all are accounted for the favorable mar- 
gin is seldom large and more often than not 
it is in favor of purchases in the United 
States. 

Hotel accommodations in Paris, no matter 
what the exchange, usually cost as much as 
or more than similar accommodations in New 
York or any other corresponding American 
city. A meal of similar quality in similar 
establishments catering to the traveling pub- 
lic costs as much in Paris as in any large 
American city. There are places in Paris 
frequented by French people and there are 
places all over France not frequented by 
tourists where this is not the case—merely 
illustrating that prices charged in the tour- 
ist frequented places are not justified by liv- 
ing conditions in France. 

It is notorious that prices for tourists in 
France always follow the gold value of the 
franc when that declines—that is, the prices 
in current francs advance accordingly—but 
that they seldom and at best very slowly 
follow it when the franc advances in value. 
The system operates on the rachet-wheel 
principle and can work only one way. 

Having been able to extract, say, 4000 
francs from some American woman for a 
little gown when the franc was worth only 
about 2% American cents, the Parisian 
modiste finds it difficult not to insist upon 
4000 francs for a gown when the franc is 
worth from 4 to 5 cents. The difference is 
from 75 to 100 per cent added profit to the 
modiste. Of course if American and other 
strangers are willing to pay the prices there 
is nothing to be done about it. A little fudg- 
ing, not to say gouging, may be expected. 
But at least the visitors ought to understand 
the situation. For there are French prices 
for everything in France, and there are tour- 
ist prices in most places where tourists 
foregather, at least tourist prices for things 
tourists buy, and if you speak American and 
nothing but American, you are in hard luck. 
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OOD foreign and domestic bonds— 
Governments, Municipals, Railroads, 
Public Utilities, Industrials—are offered in 
great variety in our monthly investment 
lists. Bankers find these offerings of great 
value in maintaining well-balanced bond 


investment reserves. 


Just telephone or write our nearest office 
that you would like to receive these offer- 


ings regularly. 


444 
SS. 


The National City Company 


National City Bank Building, New York 


Offices in more than 50 leading cities throughout the world 


BONDS * SHORT TERM 


NOTES 7 


ACCEPTANCES 


The cost of living in France during the last 
tourist season was very low in American 
currency but it was not low for Americans. 


Why the Franc Remains Low 


N examination of the statistics as to the 

more intimate effect of the deprecia- 
tion of the franc on French national life 
also discloses some of the reasons why the 
ordinary run of French people are not as 
anxious to restore the value of the franc 
as, in theory, they ought to be. A low value 
currency, with corresponding low labor costs 
in gold and as compared with such costs in 
other countries with currencies on a gold 
basis, gives an immense fillip to industries 
manufacturing for the export trade so long 
as they are not compelled to buy too much 
raw materials abroad. It renders import of 
raw materials as well as foreign manufac- 


tures difficult, but there are some people who 
would count that a benefit. 

Perhaps more than all it means high wages 
when compared with the prices of local 
products and services. The general effect is 
to stimulate domestic trade and industry as 
well as the export trade, and while it may 
result in false prosperity and is not econom- 
ically sound, it has enabled many people to 
amass a competence for the present, per- 
mitting posterity to foot the bill. 

As for the tourist, he has become peren- 
nial, legitimate game for all hunters. A low 
exchange value of the franc is a new bait 
to lure him. The wide discrepancy between 
the actual cost of living, the actual cost of 
commodities and the saleable value of goods 
and services to people accustomed to high 
prices in other parts of the world gives an 
added possibility of profit which the French 
Jacques is not slow to appreciate. It may 
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‘ADERSHIP resulting 
from 64 years of 
straightforward thinking 
is the heritage of the 
First National Bank in 


Detroit. This background 


is Our assurance to you 
of a safe and satisfaCtory 


banking conneétion. 


FIRST NATIONAL BANK 


CENTRAL SAVINGS BANK 


FIRST NATIONAL COMPANY 
OF DETROIT 


involve something of an impairment of na- 
tional credit and the national financial posi- 
tion to keep the franc low in value but, like 
the Constitution, what is a frail franc be- 
tween friends? 


Profits in Amusement 
(Continued from page 892) 


Motion-picture theatre income is a com- 
paratively stable factor in both good times 
and bad, barring unusual conditions, such as 
floods and epidemics. Purchase of thea- 
tres immediately added a stabilizing influ- 
ence to the income of the film companies 
and put real values into balance sheets which 
had previously contained assets made up 
mainly of current film inventories and 
studio property. 


Regarding this development, the Standard 
Statistics Company, in a recent study of the 
amusement industry, states: 


“The movies fill the need for cheap and varied 
entertainment in a manner which cannot be ap- 
proached by any other type of diversion offered to 
the pubilc. As a result, the large motion picture 
producer can count on a steady demand for his 
output, and the theatre owner on a relatively con- 
stant volume of attendance; such conditions, of 
course, do not obtain in the field of legitimate 
drama, nor in the promotion of sporting and ath- 
letic events. 

“Based on this assured demand for its output on 
the part of a vast public, the entire trend in the 
motion picture industry has been toward concen- 
tration of control in the hands of a few strong or- 
ganizations. Probably 95 per cent of production in 
the United States is controlled by a dozen com- 
panies, while half that number do about 80 per 
cent of the business, Distribution is also effected 
through a relatively small number of large con- 


cerns, maintaining offices in important key cities 


throughout the country.” 


The Chain Theatre Movement 


PARAMOUNT-FAMOUS-LASKY was 
the first film producing company to ac- 
quire large theatrical holdings. -Loew, which 
originally operated a chain of vaudeville 
houses, attacked the problem about the same 
time from the other angle, buying \etro 
and Goldwyn to supply films to its theatres, 
Fox and Universal followed the lead of 
the two larger companies by forming thea- 
tre subsidiaries, Fox Theatres Corporation, 
and Universal Chain Theatres Corporation, 

In acquiring control of the Roxy Circuit, 
Fox secured the largest motion-picture thea- 
tre in the world for the distribution and 
advertising of his films, and has under way 
a building program comprising twenty large 
theatres in different parts of the country. 

Paramount’s subsidiary, Publix Theatres, 
now controls about 550 houses, not including 
the Balaban & Katz chain of ninety houses 
in the Chicago district, of which it acquired 
control last year. 

Stanley Company and West Coast Thea- 
tres, Inc., controlling together about 370 
theatres, have arranged a combination with 
First National Pictures, Inc., one of the 
most important producers of films. 

An affiliation has also been arranged be- 
tween Pathe Exchange, Inc., and Producers 
and Distributors, Cecil de Mille’s producing 
company, and the Keith and Orpheum Thea- 
tres circuits. 

Strange as it may seem, this important 
movement toward realignments and mergers 
in the motion-picture field does not appear 
to interest the theatre-going public at large. 
An examination of the leading film maga- 
zines of the popular type fails to reveal in 
their June issues a single reference to this 
revolution going on in the industry. Evi- 
dently movie fans are more concerned with 
the news of their favorite actors and 
actresses than in what company is produc- 
ing and distributing the pictures. 

It is left to such a publication as the 
Wall Street Journal to analyze these changes, 
which it does in splendid fashion in a series 
of articles published during May. Their 
table showing the seating capacity and 
gross receipts of leading film theatres last 
year is particularly impressive and is re- 
produced herewith: 


New York Gross 
$1,012,134 


Los Angeles 


Grauman’s 
Loew’s State 
Metropolitan 
Million Dollar 


Chicago 


Chicago 
McVickar’s 


Philadelphia 
Stanley** 
15 Theatres 


* Six weeks. 


The trade journals, it should be added, 
are not omitting the story of these mergers 
as do the popular magazines, and current 
numbers of Motion Picture News and 
Moving Picture World contain considerable 
discussions regarding this race for theatres. 

As indicating possible legal complications 


1,267,200 


$20,171,218 


** 48 weeks. 
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in case this movement goes too far, the 
Washington correspondent of the former 
journal comments as follows: 

“Mergers in the motion-picture industry 
are being watched by the Department of 
Justice, but only as a part of the routine 
work of the Department in surveying all 
commercial and industrial amalgamations 
which might prove subversive of the law: 

“Under a policy adopted some time ago 
by the Department, parties to such mergers 
may come to Washington and submit their 
plans to the Federal attorneys, who will 
advise them if their contemplated action may 
be in conflict with the statutes. 

“In some cases, where such action is not 
taken voluntarily, the Department, upon re- 
ceiving a report of the merger, will call for 
the details. It is known that in at least one. 
of the acquisitive moves recently made in 
the motion-picture industry the parties con- 
cerned voluntarily conferred with officials 
of the Department to learn whether their 
proposed plans would be within the law. In 
other cases details have been requested.” 


The Local Theatre and the 
Banker 


WORD should be said as to the local 

theatre, with which the average banker 
throughout the United States probably has 
more direct dealings than with the million- 
dollar combinations engaged in production 
and distribution. 

One of the best authorities stressed the 
point that exhibition was more a matter of 
real estate investment than one calling for 
a bank credit line. “To be successful,” he 
states, “an exhibitor must know the com- 
munity in which his theatre is located well 
enough to know what the neighborhood will 
prefer in pictures and the popular prices to 
be charged. He must have a good knowl- 
edge of showmanship. His investment, 
however, is chiefly in bricks and mortar, 
although his interior furnishings, including 
his organ, seats, draperies, projection ma- 
chine and other necessary equipment will 
run into a considerable sum of money. 

“Any requests for loans, however, will be 
largely based upon personal credit, and the 
problems are easy to face, as they are al- 
most entirely summed up in whether the 
exhibitor can get the pictures that he wants 
to play and can attract the public at a price 
that will bring him a profit on his invest- 
ment. 

“It must be noted, however, that the art 
of showmanship has to be cultivated, and 
that not every man, even though financially 
able to do so, has the art of drawing the 
public to his theatre. In case of necessity 
the public will go anywhere, but competi- 
tion brings out every quality of showman- 
ship the theatre owner can acquire.” 


Where Will New Taxes? 
(Continued from page 904) 


now have no way of getting the money 
out of the state and various local treasuries. 
There will be made an effort to press for 
legislation raising drastically the taxes on 
other forms of property, so that the situa- 
tion of discrimination against national bank 
capital would no longer exist. However, 
90 per cent of the national bankers have 
signed an agreement not to take advantage 


‘THE banking 
room of the 
Peoples Trust 
Company at 
Frackville, Pa., 
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has a heightened 
appeal added to 
it by the glow of 
the late 
sunlight. 


A Blind Side 


+t public’s opinion of a bank is fixed largely by three factors: 


the bank’s statement, its personnel, an 


its building. The 


“good” bank, in the public mind, is the one that presents the same 
strong impression from each of these angles. The steadiest growing 
banks are those which keep the three factors in balance, not depend- 
ing upon excellence in any one to offset weakness in the others. 


Strong personnel can make a 


bank, can literally force it to grow. 


But a strong personnel wastes much of its energy when it must force 
a bank to success against the impediment of a poor building. 


The Bank and its Building are almost one in the public mind. 
House a bank in a building which pictures the strength of that 
bank’s personnel and its statement, and you have added a strong 


link in the evidence upon which 


a favorable public opinion is based. 


TILGHMAN MOYER‘COMPANY 


The Design, Construction and Equipment of Bank Buildings 


ARCHITECTS 


SHALL we send you a copy of our Book, ~ 

“Building the Bank for Business’’? 
Leonard P. Ayres, Vice-President of the Cleve- 
land Trust Company, says of it, ‘I am gen- 
uinely interested in the subject and the book.”’ 
You will find unexpected suggestions in its 
138 pages. The coupon will bring it to you 
without cost or obligation. Just fill it out 
and mail. 


- ENGINEERS 


TILGHMAN Moyer ComPANny, Allentown, Pa. 


Gentlemen: Without obligation, please send 
me a copy of “Building the Bank for Business.” 


Name: 
Address: 


Bank Connection :—— 


of the Supreme Court decision, but to con- 
tinue to pay their general property tax 
levies for this year and next, with a prom- 
ise on the part of the state authorities to 
set up a tax commission at the next session 
of the legislature to adjust taxes in Minne- 
sota. 

The state of Kansas has just. adopted 
something new so far as taxation goes in 
providing that certain classes of bonds, state 
and municipal, of both this country and 
other countries may be taxed by affixing 
stamps at the rate of one-tenth of 1 per 
cent per annum for the life.of the bonds, 


with a final limit of $2 per thousand. 

Inasmuch as many national banks invest 
in precisely that kind of securities, is it not 
likely that Kansas will be in more trouble 
than ever over the question of discrimina- 
tion in favor of moneyed capital in the 
hands of individuals as against moneyed 
capital invested in national bank shares? 
Will the states that make these lower rates 
of taxation for intangible property remain 
quiescent under decisions such as those re- 
ported in the Wisconsin, Minnesota, Kan- 
sas, and Iowa controversies? Will not the 
states be seeking further amendment of 
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Announcing 


The New Sales and 
Executive Offices of 


THE 


Co.iins SERVICE 


In The 


Mutual Trust Bldg 


Our new offices, located 
in the heart of Philadel- 
phia's financial znd busi- 
ness district, will greatly 
enlarge our facilities for 
serving our clients in the 
financial advertising field 


1518 Walnut Street 


Philadelphia 


Printing and Production Plant 
Remains at 226-240 Columbia Ave. 


THE CoLiins SERVICE 


Financial Advertising 


Section 5219, this time with insistence that 
the states be allowed to tax national banks 
on the same basis as state banks? At first 
thought, such a change would seem like 
justice, but there is a grave fear that, with 
restraints removed, the legislatures of many 
of the general property tax states would 
yield to a feeling that where moneyed capi- 
tal comes into sight, as it does, of course, 
in the published statements of the banks, it 
should be heavily taxed. 


HE legislators and officials of many 

states seem to hold the banker in some 
sort responsible for the undoubted fact that 
many citizens whose property is intangible 
escape with far less taxes than they could 
afford to pay, and thus illogically attempt 
to justify their action in assessing bank 
capital far higher than real estate. 
It, therefore, seems probable to your com- 


mittee that the American Bankers Associa- 
tion will have to get ready for another 
argument in Congress over taxation. 

The cost of state and local government 
is not likely to fall. 

Government functions are sure to increase 
in number notwithstanding the reluctance 
of taxing authorities to raise the property 
tax rates. Such raises make the increase 
in taxation and expenditures so vivid and 
touch pocketbooks so directly. But with all 
the growing needs for money for public 
purposes, however, the American states and 
cities are surely going to find additional 
sources of revenue. Either they will find 
that source in the incomes of their corpora- 
tions and their individual citizens on the 
old principle that ability to pay is the best 
criterion of taxation, or they will resort 
more and more to specific taxes. Already 
very large sums are being raised specifically. 


In 1926 the registration of motor Vehicles 
yielded nearly $300,000,000. Sales taxes are 
productive. Forty-four states tax gasoline, 
and in 1925 that tax yielded about $82,000, 
000. The tobacco tax is the excise em- 
ployed next most frequently. That is found 
in ten states. This year the governors of 
two other states recommended it. South 
Carolina is the only state that taxes theater 
admissions, but if the Federal tax on admis- 
sions should be discontinued, states and 
cities would undoubtedly step in and levy 
equivalent local excises.. 

Severance taxes on timber or minerals 
are in use in some states, and there is much 
to be said for them. However, the excise 
seems to be less hateful to many citizens 
than income taxation or increase in prop- 
erty tax rate. 


LI’: as many authorities believe, there js 
definite trend for sale taxes and other 
excises, we shall, by and by, see in many 
states taxes upon the gross receipts of re- 
tail business, upon insurance premiums and 
perhaps upon a variety of trades and occu- 
pations. Such taxes are elastic. Their ad- 
ministration is easy and not very expensive. 
They do not always fall according to abil- 
ity to pay, but they can justly be used as 
part of a comprehensive system of taxation, 
including a property tax upon real estate 
and tangible personal property and either 
special rates for intangible personal prop- 
erty or else taxes upon income. 

It is perfectly evident that the problem 
of bank taxation will not be solved except 
by the solution of taxation in general. 
Bankers are better informed upon the sub- 
ject than many other citizens, but all of 
us need far more information than we have. 
We cannot know what is going to happen 
to us in the matter of taxation unless we 
study our general trends and shape them 
into what we conceive to be for the best 
interests of our business and the common 
good. Our state and local governments are 
going to spend more and more money. That 
money can be raised in a way to hamper 
industry and destroy prosperity, or it can 
be raised with justice and with hardships 
that will be inconsiderable in proportion to 
the benefits of public administration. Bank- 
ers can largely determine which, and it is 
as a preliminary aid to a study that should 
take in a far wider field than banking alone 
that the committee has just completed a sec- 
ond survey of bank taxation in the United 
States. 


Bank Travel Bureaus 


HE tendency of banks to increase the 

number of ways and means by which 
service to their clients may be augmented 
has encouraged many to include Travel 
Bureaus among their departments. In many 
instances a Travel Department is an added 
activity of the Foreign Department, serving 
the bank’s customer by arranging his Euro- 
pean tour as well as selling him his foreign 
exchange. As modern developments took 


place, the number of banks introducing this 
added phase of service has been greatly en- 
larged. 

Until last year, however, no effort was 
made by the banks to join together for the 
purpose of development through cooperation, 
which is of such great value to any endeavor. 
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Alive to the situation and confident that 
an organization comprised of Bank Travel 
Bureaus would serve a vital purpose, a num- 
ber of banks formed themselves into the 
Association of American Bank Travel Bu- 
reaus last September. Since which time, as 
its purposes became more widely known, 
membership has enlarged and enthusiasm in- 
creased. 

C. F. Sweet, vice-president of the Old 
National Bank, Grand Rapids, Mich., says: 
“It is not the intention of the association 
to extend the practice among banks of con- 
ducting travel bureaus, but to carry on a 
vigorous campaign to further to the maxi- 
mum the common welfare of those now ex- 
isting, and of enlisting all of them in its 
membership as a means to this end. The 
travel business of the banks has become a 
large factor in the steamship field, and 
through organization will attain even greater 
dimensions. Better contacts between the 
bank travel bureaus and the transportation 
companies are a result of the association’s 
efforts, and the support of its members in 
matters of general principle which arise in 
the transaction of business is of itself a 
valuable asset to each member. 

Various literature is distributed which 
increases the thoughtful service rendered by 
the bureaus; cards of introduction are fur- 
nished so that a client of a bureau in one 
city is given that close personal contact 
with the bureau in another city; a magazine, 
The Bulletin, is published and serves as 
an open forum in which various topics are 
discussed by members, steamship lines and 
touring companies, which serves to keep 
members in touch with current conditions 
and to offer advice on the many problems 
that arise. 

One of the important phases of the asso- 
ciation is that pertaining to the cooperation 
between travel bureaus, steamship lines and 
transportation organizations of all kinds. 
All having a common purpose, each de- 
pendent somewhat on the other for the 
service the traveling public desires and de- 
serves, there should be a spirit of coopera- 
tion controlling their several activities. 

Formed for the purpose of assisting its 
members to the utmost, the distribution of 
literature covering the tours organized and 
directed by a member is of value to the 
latter. It is also planned to develop co- 
operative means to care for American bank 
clients throughout Europe. For the purpose 
of making investigations with reference to 
this plan, a committee will visit Europe this 
summer. The value of this kind of business 
is constantly increasing, and if passed 


through one channel it will naturally tend 


to develop and improve the type of service 
rendered beyond that which is _ possible 
through various smaller channels as at 
present. 

The first annual meeting of the Asso- 
ciation of American Bank Travel Bureaus 
will be held next September. All banks in 
the United States which conduct travel bu- 
reaus should communicate with A. H. Price, 
secretary-treasurer, at the First National 
Bank, Chicago, Ill. The situation which 
presents the greatest difficulty is that caused 
by the inability of the association to reach 
all banks with travel bureaus. There are 
numbers of these which it is desired to 
invite to the September meeting, and all such 
banks are invited to write Mr. Price. 
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17 years of growth 
behind Cities Service 
common stock 


The 17th Annual Report of Cities Service 


Company shows that in 1926 net earnings 


were the largest in its history. Since the first 


of this year earnings have shown still further 


increases. 


You can share in the success of this $660,- 


000,000 public service organization by in- 


vesting in its Common stock. At the present 


price it gives you a net yield of about 814% 


on your money. 


Henr 
& 


GO WALL ST. 
BRANCHES IN 


Clip and mail 


herty 
ny 


NEW ‘YORK 
PRINCIPAL CITIES 


HENRY L. DOHERTY 
& COMPANY 
60 Wall St., New York 


Please send me, with- 
out obligation, full in- 
formation about Cities 
Service Common stock 
and the $660,000,000 
organization behind it. 


(122C-22) 


The 25th Annual A. I. B. Convention 


ee hundred delegates are 
expected to attend the twenty-fifth 
Annual Convention of the American Insti- 
tute of Banking at Detroit, Mich. July 
11-15. 

Melvin A. Traylor, President of the 
American Bankers Association and presi- 
dent of the First National Bank of Chicago, 
and James A. Bacigalupi, president of the 
Bank of Italy National Trust and Savings 
Association of San Francisco, will be the 
speakers at the opening session. 

Departmental conferences will be held 
during three days, at which will be dis- 
cussed in separate gatherings the following 


subjects: Audits and Accounting, Bank Ad- 
ministration, Business Development and 
Advertising, Checks and Collections, Credits, 
Investments and Investment Banking, Sav- 
ings Banking, and Trust Functions. 

The question of the annual debate is: 

Resolved, That building and loan asso- 
ciations, finance corporations, and similar 
institutions, which are virtually doing a 
banking business, be subjected to the same 
governmental regulations and restrictions as 
state banks in the states in which they 
operate. 

New York Chapter and Detroit Chapter, 
having qualified under the rules, will be the 
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Main Orrice 
140 Broadway 


WE invite accounts of banks, corporations, firms 

and individuals, affording them in addition 
to every financing facility, the varied services of a 
banking and trust institution of international scope. 


Guaranty Trust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS 


debaters. New York Chapter has the af- 
firmative side. 

Following the Annual Debate, there will 
be an address, “The Value of Public Speak- 
ing,” by John H. Puelicher, past President 
of the American Bankers Association and 
president of the Marshall & Ilsley Bank 
of Milwaukee. After this address the 
Annual Public Speaking Contest will be 
held for the A. P. Giannini Endowment 
Fund prizes. 

On Thursday morning there will be five 
conferences on Institute work, as follows: 
Chapter Presidents, Chapter Publicity, Pub- 
lic Education, Public Speaking and Debate, 
and Women’s Work. 

The principal speaker at closing session 
on July 15 will be Dr. Samuel W. Grafflin 
of the West Side Y. M. C. A. of New 
York. 

Indications point to the largest convention 
in the history of the Institute. 


LIVERPOOL 


HAVRE ANTWERP 


Loans for Flooded 


(Continued from page 871) 


in government bonds and pledged with the 
Federal Intermediate Credit Bank. 

It is estimated that $1,500,000, loaned 
judicially and correctly distributed, will 
assist greatly in rehabilitating the farmers 
in the flooded areas. Of course there are 
many acres which will not be cultivated this 
year, because they will either be overflowed 
or be too wet by June 1. If cotton is not 
planted by that date not much of a crop 
may be expected this year. 

With the restrictions placed on loans it is 
estimated that most of the loans will be 
paid. 

Should another flood occur before this 
year’s crop is gathered, then the chances 
for repayment are very small. On account 
of levees being damaged in many places on 
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the Arkansas, White, and Mississippi Rivers 
it would only take reasonably high water to 
again flood these sections. However, the 
history of high water in this state has been 
that we have very little, if any, after June] 
and unless we have an unusually wet season, 
there is not much danger of high water be- 
fore next December. 

At this writing no plan has been adopted 
to rehabilitate the merchants and the manu- 
facturers, but the loans to farmers enable 
them to pay cash, and this money will assist 
in rehabilitating the merchants. Plans, how- 
ever, are now under way in an efiort to 
raise a sufficient amount of money {or the 
Arkansas Farm Credit Company, or some 
other corporation, to make loans to mer- 
chants and manufacturers. 

Fortunately, very few banking institutions 
are located in the badly affected flood areas, 
and they are in such financial condition that 
very little, if any, trouble is expected. 

Of course, it is to be expected that where 
at least 35 per cent of a state is affected by 
a calamity such as we have had that gen- 
eral business will be more or less affected. 
On the other hand, much public work will 
be under way within the next few weeks. 
Railroads are spending large sums of money 
in repairing their property, and large sums 
will also be spent in the repairing of levees, 
thus providing much employment for sev- 
eral months. This wage money will be well 
distributed throughout the flooded areas, and 
assist the merchants and others in a general 
way. 

General business conditions will not return 
to normal before next October or Novem- 
ber. By that time most of the damage 
caused by the flood should be repaired. 


New Books 


EXTENSION OF BANK CREDIT. By 
Earl Bryan Schwulst. Published by 
Houghton Mifflin Co., Boston. 357 pages. 
$3. 

This is one of the Hart, Schaffner & 
Marx prize essays in economics. Mr. 
Schwulst studies the principles of sound 
banking policy as applied to the extension 
of credit. He divides his book in four parts: 
Principles of financial-statement analysis as 
applied both to commercial statements and 
to statements of farmers and stockmen; the 
economic position of the two elemental in- 
dustries of the state-farming and live-stock 
industries ; trade practices and characteristics 
of important lines of business in the state; 
principles of extending credit to banks in 
Texas. While many of the principles dis- 
cussed are as applicable in one part of the 
country as in another, the study is written 
primarily for the city bankers interested in 
extending credit to business enterprises and 
country banks in Texas. 


WORK OF THE CORPORATE TRUST 
DEPARTMENT. By R. G. Page and 
P. G. Gates. Published by Prentice-Hall, 
Inc., New York. 466 pages. $5. 

The purpose of this book is to discuss the 
various services rendered by corporate trust 
and corporate agency departments, and to 
describe the methods of a large financial 
institution in this connection. It explains 
and illustrates with over 100 forms the ac- 
tual procedure, discusses fully the factors 
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of interest to fiduciaries relative to cor- 
porate mortgages and trust indentures, 
issues Of bonds, corporate reorganization, 
transfer and registration of stocks and bonds 
and other subjects. 


BANK AUDITS AND EXAMINA- 
TIONS. By John I. Millet. Published 
by Ronald Press Co., New York. 490 
pages. $6. 

Some audits and examinations of banks 
and trust companies are made for the pur- 
pose of determining their solvency; others 
are made to ascertain the worth and value 
of loans; and others are made for the pur- 
pose of verifying a few of the assets or 
liabilities, disregarding the other items en- 
tirely owned by or owed to the bank. An at- 
tempt has been made to outline the pro- 
cedure to be followed so that with the same 
expenditure of time as is now very often 
taken in a partial audit, a complete exam- 
ination may be made, whether made by di- 
rectors, public accountants, or government or 
state examiners. 


ADVERTISING PROPERTY IN- 
SURANCE. By J. W.. Longnecker. 
Published by the Rough Notes Co., 
Indianapolis. 354 pages. 

This book is intended to be a study of 
advertising, its theory, purpose and applica- 
tion to the business of insurance, as con- 
ducted by stock companies. It deals par- 
ticularly with the varied kinds of insurance 
issued by the stock fire insurance com- 
panies; that is, those companies that are 
operated as corporations and are known as 
agency corporations. 


TESTING BEFORE INVESTING. By 
Edmond E. Lincoln. Published by A. W. 
Shaw Co., Chicago. 96 pages. $2. 

No matter what a man’s present income 
may be, if he is looking ahead to a better 
future he should be thoroughly interested 
in the fundamentals of investment. To help 
arouse this interest through a brief state- 
ment of certain important facts, is the 
primary reason for this book. The purpose 
is to provide a set of standards for testing 
any security offered. Upon the application 
of these tests,- questionable securities will 
be seen in their true light, while sound in- 
vestments should stand out clearly. Special 
emphasis is placed on getting competent ad- 
vice. The combination of testing and con- 
sulting should place successful investing 
within the reach of every one. 


ECONOMIC BASIS OF FAIR WAGES. 
By Jacob D. Cox, Jr. Published by 
Ronald Press Co., New York. 139 pages. 
$3.50. 


The author explains how the living stand- 
ard is controlled not by the wage level but 
by the average productivity of industry. He 
traces the course of wages since 1860 and 
formulates a method for calculating the 
purchasing power of wages. He analyses 
production costs into their elements—labor, 
use of land, raw materials, and capital— 
to show that all such costs vary, assuming 
productivity remains constant, in propor- 
tion to the wage level. He shows how prices 
become established and whether they are 
fair; how the existence of a producer’s sur- 
plus is the greatest incentive to progress. 
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SAN FRANCISCO 


AN OUTLINE OF CAREERS. Edited 
by Edward L. Bernays. Published by 
George H. Doran Co., New York. 431 
pages. $5. 

This volume is the work of men and 
women who appreciate the importance of 
placing in the hands of the youth of this 
country information concerning all phases 
of professional and industrial life, so that 
young people can choose their careers with 
a broad as well as detailed understanding 
of what each branch of activity may hold 
in store for them. Thirty-eight men and 
women who have achieved success, and who 
are therefore qualified to speak, have writ- 
ten down the requirements for success in 
their lines. 


ST. LOUIS 7 


MINNEAPOLIS 
7 DALLAS 


BUSINESS WITHOUT A BUYER. By 
William Trufant Foster and Waddill 
Catchings. Published by Houghton Mif- 
flin Co., Boston. 205 pages. $2. 


This book discusses the question, “How 
can the prosperity of the United States be 
sustained.” It shows the practical bearing 
of the theories which the author expounds 
in “Money and Profits.” That without a 
buyer there can be no business; that prog- 
ress is retarded because consumer buying 
does not keep pace with production; it lags 
behind because industry does not pay con- 
sumers enough money to enable them to buy 
the output of industry; underconsumption, 
resulting mainly from corporate and indi- 


- vidual savings is the chief cause of business 


depression. 
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Puritan 6% Bonds 


Have always had and always will 
have the necessary factors of safety 


Security, an absolute, closed first 
mortgage on a specific income- 
producing city property, centrally 
located: where the mortgage never 
exceeds 66% of the value, as de- 
termined by 


Independent, conservative apprais- 
als by recognized authorities. 


Independent Corporate Trustee: a 
strong Bank or Trust company 
which is directly responsible to the 
State or National banking depart- 
ment. It solely collects and dis- 
tributes the mortgage funds, apply- 
ing the proceeds to designated 


purposes. 


Independent guarantee of comple- 
tion by a strong surety company, 
assuring absolute protection dur- 
ing construction. 


Independent architectural and en- 
gineering supervision, to insure 
construction according to plans. 


Puritan Bonds are sold through Investment Houses and Banks 
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GRAYBAR BUILDING, Lexington Ave. at 43rdSt. NEW YORK 


Legal Interpretation of McFadden Act of 1927 


(Continued from page 880) 


has for many years been interested in bank 
real estate loans for the purpose of meeting 
building and loan competition. He is the 
author of the first article in the August, 
1925, issue of the AMERICAN BANKERS 
ASSOCIATION JOURNAL, dealing with this 
subject. He has also written a_ similar 
article in the September, 1925, issue of the 
Fourth District Banker. The matter is also 
treated in great detail in an address made 
by him before the Ohio Bankers Associa- 
tion at its convention in 1924, which address 
appears in the Ohio Banker for July, 1924. 


His address is followed by a considerable 
discussion. As early as 1914 he addressed 
the Ohio Bankers Association upon this 
topic. This address will be found beginning 
on page 43 of the Proceedings. of the Ohio 
Bankers Association for 1914. If you 
wish to go into this matter more thoroughly 
I am sure that Mr. Adams will be glad to 
give you the benefit of his study and ex- 
perience. 

In the October, 1925, issue of the AMERI- 
CAN BANKERS ASSOCIATION JOURNAL is an 
article, “Need For Longer Loans on Real 
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Estate by National Banks,” by A. F. Daw. 
son, president of the First National Bank 
of Davenport, Iowa, and another article in 
the November, 1924, issue, “What Propor- 
tion on Real Estate?” by Thomas M. Steele, 
president of First National Bank of New 
Haven, Conn. If the inquiring bank is jn- 
terested in this material and is not able to 
procure it otherwise, the Library of the 
American Bankers Association would doubt- 
less loan these clippings, to which reference 
is made above. 

Further with respect to loans by your 
national bank on practically the same plan 
as that of building and loan associations, 
your attention is invited to two additional 
articles in late numbers of the AMERICAN 
BANKERS ASSOCIATION JOURNAL; one in the 
February issue “A Growing Competitor for 
Savings” on page 561, the second in the 
March issue “National Banks’ Real Estate 
Loans” at page 644. 


Building Bonds 


From Minnesota—Will appreciate an elucidation 
of Section 16, McFadden Act, as it amends Sec- 
tion 24, Federal Reserve Act, a part of which reads 
as follows: “A loan secured by real estate within 
the meaning of this section shail be in the form of 
an obligation or obligations secured by mortgage, 
trust deed or other such instrument upon real es- 
tate when the entire amount of such obligation or 
obligations is made or sold to such association,” 
How does this affect what are generally termed 
building bonds of which banks heretofore were per- 
mitted to purchase such as were on leasehold prop- 
erties? It affects our own business in this wise: 
We are interested in twenty odd national banks 
and from time to time make farm loans which con- 
form to the law as it was written, and the obliga- 
tions secured thereby are split up into notes of 
$2,000 or $3,000, which are diverted to the banks 
in which we are interested, affording the banks a 
very satisfactory outlet for their funds, both as to 
security and interest rate. In your opinion, how 
does this affect this class of securities? 


The amended Section 24, as I understand, 
would exclude real estate bonds from the 
loans of a national bank because the new 
law requires, in the case of a real estate 
loan, that the entire obligation be taken by 
the bank. Real estate bonds must now 
qualify, if they can, under the investment 
securities provisions of the Act. 


Savings and Time Deposits as Loan Basis 


From Colorado—We would like your construction 
of Section 16 of the McFadden law, relating to 
savings and time deposits as‘a basis for real estate 
loans. All the comments we have seen so far 
exclude certificates of deposit from savings ac- 
counts, We have some $250,000 of time certifi- 
cates, written for one year. We have based our 
real estate loans on this item. We have less than 
$40,000 on what seems to be commonly known as 
savings accounts. The intent was to liberalize the 
law as to real estate loans, but in our case it will be 
otherwise if this new interpretation is to hold. In 
city banks, it may be true that the law is more 
liberal, because we believe they have large savings 
accounts and less of time certificates of deposit. 
But with the country banks we believe the reverse to 
be true, So, instead of helping the farmer, the reverse 
will be shown. Some of the country banks here are 
talking of converting into state banks. In fact, we 
are considering the matter ourselves. 


If a deposit is in fact a savings deposit, 
as distinguished from a commercial deposit, 
I do not see why it might not be repre- 
sented by a certificate of deposit as well as 
by a savings passbook. Doubtless the Comp- 
troller of the Currency will make some 
definition of a savings deposit which will 
include the character of deposits for which 
you now issue time certificates and which 
you loan upon real estate, assuming these 
deposits are in reality savings and not com- 
mercial deposits. 

Improved City Real Estate 
From Pennsylvania—We have a patron who holds 


106 feet (running measure) of ground (lot 189 feet 
deep to an alley) on the main business street of 


Lt LJ 
i i 
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town which is improved with pavement, curb and 

tter, and this particular piece of ground is 
joined by up-to-date houses on both sides, Wish to 
ask whether the bank is allowed to make a loan on 
this piece of ground, first lien, as improved prop- 
erty. For your information the lot is well located, 
and is valued at about $7,000. 


I doubt very much whether your bank 
would be authorized under the new Mc- 
Fadden Act to make the loan on the lot 
in question. It all depends on what mean- 
ing is to be given to the term “improved” 
in the law. That term in various decisions 
has been construed as “cultivated” or “oc- 
cupied.” I am inclined to think that to 
constitute improved city real estate there 
must be a building on the property which 
is occupied or capable of being rented, so 
that there would be a chance of some in- 
come being derived from it. 

(At the suggestion of the General Counsel 
the bank took this question up with the 
Comptroller of the Currency and received 
the following reply: 

“Your letter of April 29 is received, stat- 
ing that a customer of the bank owns a lot 
on the main business street of ——, which is 
improved with pavement, curb and gutter, 
that this lot adjoins up-to-date houses on 
both sides, and requesting to be advised 
whether it would be permissible for your 
bank to make a loan on this lot as improved 
property, secured by a first mortgage 
thereon. In the absence of insurable im- 
provements on real estate, such as dwelling 
house or some other building of a per- 
manent nature, loans secured thereby would 
not conform to the provisions of Section 24 
of the Federal Reserve Act, and could not, 
therefore, be lawfully made by a national 
bank. (Signed) E. W. Stearns, Deputy 
Comptroller.” ) 


The Great Interpreter 


Another important factor in the betterment of 
American business is the enlightened attitude of 
modern business men toward the helpful service 
of Modern Accountancy. 


Day book and ledger—mute in their dry old 
pages of yesterday—are alive and eloquent to- 
day. Figures are made to talk—talk all the time; 
and Modern Accountancy is the Great Interpreter. 


Progressive Business takes no step without this 
Great Interpreter. In the Budget “‘he”’ lives and 
guides. His sure and constant hand controls the 
throttle of costs. His outlook on trade and finan- 
cial conditions is the basis of the most practical 
kind of vision. 


He analyzes—arranges—coordinates. He bal- 
ances, stabilizes and compels improvement. Man- 
agement is Ais steward. He is the material brain 
of executive control. 


Modern Business, and the modern -common- 
wealth, owe much to this Great Interpreter. And 
the pleasantest thought is that both are so will- 
ing to listen and so eager to accept his interpre- 


tation. 
Branch Bank Provisions 


Retention of Consolidated State Bank 
as Branch 


FROM New Jersey—We are located in a com- 
munity of approximately eighteen thousand, with 
a state bank located about two miles distant, within 
our city limits. Should an arrangement be worked 
out whereby we absorb the state bank, could we 
continue to operate this as a branch? My interpre- 
tation of the act is that such an arrangement is 
possible, and I would appreciate your advice. 
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I see nothing in the new McFadden Bank- 
ing Law which will permit the retention of 
the state bank as a branch, should the state 
bank consolidate with your national bank. 

Under the new Section 3 of the Act which 
provides for the consolidation of national 
banks, a state bank in the same county, 
city, etc., can be consolidated with a national 
bank under the charter of the national bank 
and the national bank acquires all the rights, 
franchises and interest of the state bank; but 


there is nothing in this which entitles the From Ohio—We would like to have you advise 


Retention of Consolidated National Bank 
us if a national bank, since the amendment of 


national bank to continue to operate the - 


state bank as a branch. 

Under Section 5155 (b) of the Revised 
Statutes as amended by the new law, if a 
state bank is hereafter converted into or 
consolidated with a national bank, the 
national bank may retain and operate any of 
the branches of the converted or consolidated 
bank which may have been in lawful opera- 
tion at the date of the approval of the act. 
But in your case, the state bank, as I under- 
stand, has no branches but the proposition is 
to make the state bank, itself, a branch. 

I do not see anything in the new law 
under which this would be _ permitted, 
especially in a city under 25,000 population. 


1927, located in a town of 5000, could merge with 
either a state or a national bank located in a 
smaller town within the county, now in existence 
or hereafter organized, and retain the banking 
room of the state or national bank located in the 
smaller town prior to its merger and use the same 
as a branch bank? 


There is nothing in the new McFadden 
Act which would permit a national bank 
located in a town of 5000 to consolidate 
with either a state or national bank located 
in a smaller town within the county and 
retain the banking room of the bank in 
the smaller town as a branch. While the 
law permits of such consolidations and the 
retention of any branch of a bank which is 
consolidated, it does not permit the retention 
of one bank as a branch of the other. 


as Branch 


From the First National 
Bank and the National Bank are on the eve of 
consolidating into one national bank under the title 
of The First National Bank of , all under the 
provisions of the Act of November 7th, 1918. The 
X National Bank was formerly a state bank, incor- 
under the laws of and on 

ebruary 15th, 1927, was granted a certificate by 
the Comptroller of the Currency authorizing it to 
commence banking under the laws of the United 
States. The X Savings Bank, as a state institu- 
tion, and the X National Bank, as a national bank, 
had no branch banks, or so-called offices. The 
‘First National Bank has never had any branch, or 
so-called office. The matter that is now giving us 
concern is the question as to whether or not under 
Section Seven of the McFadden Bill, as signed by 
the President on February 25th, 1927, the consolli- 
dated bank, under the title of The First National 
Bank of . can continue a branch banking busi- 
ness in the quarters of the X National Bank after 
the consolidation. The consolidation of the two 


| 
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CUTTING FLAME 
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Flame Proof and Resists Explosives. 


Put in “3 Point Protection” 


and Lay Doubts Aside 


HEN you put this massive mat of heavy steel 

mesh into your vault walls, into the roof and into 
the floor—you rightly lay aside all doubts as to the 
never-ending security of your vault. 

The Steelcrete System provides protection positive 
against (1) drill, (2) cutting flame, (3) explosives. It is 
the only system that includes complete the vital “3 Point 
Protection.” 

Have you seen the list of notable Steelcrete installa- 
tions? You will want your bank to number among these 
institutions who have investigated, and invested in, the 
world’s highest type of bank vault protection. Write us 
for vault information. 
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There is neither cost nor obli- 
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Safe-Guard 
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banks is to become effective on or about April 4th, 
1927. As we interpret the McFadden Bill, the First 
National Bank could continue to maintain such 
branches of the X National Bank as might’ have 
actually been in operation prior to the 25th day of 
February. If this interpretation is correct, it 
would naturally follow, in our judgment, that the 
First National Bank would certainly have the right 
to continue to conduct a banking business in the 
main or principal office of the X: National Bank as 
actually in operation prior to the 25th day of Feb- 
ruary. We would, therefore, respectfully ask that 
you give us your opinion as to whether or not un- 
der the McFadden Bill the First National Bank of 

» as consolidated with the X National Bank, 
can after the consolidation continue a banking busi- 
ness at the present quarters of the X National 
Bank in the form of a branch bank? 


I have, heretofore, been of the opinion that 
where two national banks in the same town 
consolidate, the national bank under whose 
charter the two institutions are consolidated 
does not acquire the right to operate the 
head office or main banking house of the 
other bank as a branch, but that the head 
office of such bank would go entirely out 
of business. Of course, if the other bank 
itself had a branch, the consolidated institu- 
tion could retain that branch although the 
parent bank went out of existence. But 
this is not your case. 


Section 7 of the new law provides, among 
other things, that if two or more national 
banks are consolidated, such “consolidated 
association may, with respect to any of such 
banks, retain and operate any of their 
branches which may have been in lawful 
operation by any bank at the date of the 
approval of this Act.” This is simply to 
the effect that if any bank which goes out 
of existence by the consolidation has a 
branch, the branch may be retained by the 
consolidated institution; it does not express- 
ly say that, where two banks consolidate, 


one may be retained as the branch of the 
other. At the same time, where A and B 
banks consolidate under the charter of A, 
it would be just as reasonable for A to 
retain B as a branch where B had no branch, 
as it would for A, in a case where B had 
a branch, to retain B’s branch while B went 
out of existence. But the latter is express- 
ly permitted by Section 7, while as to the 
former, the law is silent. 

While the new law does not expressly 
provide that the First National Bank can 
retain the X National Bank as a branch, 
the old law does provide that upon con- 
solidation of the two national banks all the 
rights and franchises and interest of the 
X National Bank in and to every species 
of property shall be transferred and vested 
in the First National Bank, which the lat- 
ter may enjoy to the same extent as was 
held and enjoyed by the X National Bank; 
and in view of this, possibly it might be 
contended that, instead of the X National 
Bank going out of existence, it could be 
continued as a branch and has the right 
to do business at its own location; that this 
is a valuable right which, if destroyed by 
going out of existence, would not be trans- 
ferred to the First National Bank to the 
same extent as was held and enjoyed by 
the national bank so consolidated there- 
with. In other words, the question is, does 
the transfer of property rights, franchises 
and interest by one bank to the other cover 
the right to continue the business as a4 
branch at the old stand in addition to the 
place of business of the consolidated insti- 
tution, or is it necessarily to be assumed 
that when two banks consolidate, one of 
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them goes out of existence and that the old 
stand of one must be abandoned? I am 
of opinion that the law does not permit the 
retention of one bank as a branch of the 
other, but as the question is somewhat un- 
certain, I would suggest obtaining a defi- 
nite ruling by the Comptroller of the Cur- 
rency. 


Branches in City Between 25,000 
and 50,000 


From Michigan—Under the last decennial census, 
this city had a population of 35,000. We (a na- 
tional bank) now have one branch acquired through 
consolidation with a state bank in 1923. Under the 
new law, as I understand it, we are entitled to one 
additional branch, which would give us two. Had 
our population in 1920 been 60,000 we would be 
entitled to two branches in addition to the one we 
now have. It is my contention that even though 
we may have had ten branches established prior 
to the enactment of this bill, that the act grants 
one branch to cities of from 25,000 to 50,000, and 
two branches from 50,000 to 100,000 subject to 
the Comptroller’s approval. 


1 must confess that it had always been 
my impression that in states where state 
banks were allowed to have branches, na- 
tional banks in cities between 25,000 and 
50,000 population would be limited to one 
branch per bank. 

The point raised in your letter had never 
heretofore occyrred to me, namely, that 
where a national bank in a city between 
25,000 and 50,000 population already has a 
lawful branch it is entitled under the new 
law to one new branch. 

The new law provides that a national bank 
(a) may maintain and operate such branch 
or branches as it may have in lawful opera- 
tion at the date of approval of the Act; 
(c) may, after date of approval, establish 
and operate new branches within city limits, 
but (d) only one such branch may be estab- 
lished where the population is between 25,- 
000 and 50,000. 


Literally construed, it would seem to be 
the right of a national bank, lawfully having 
one branch under “(a)” to establish one 
new branch under “(c)” -“(d)” because 
“(c)” “(d)” have no application to branches 
already existing. The right is conferred by 
“(ce)” to establish new branches, and the 
limitation of “(d)” is upon new branches 
only. 

In other words, under a literal interpre- 
tation, “(d)” does not provide a one branch 
per bank limit in cities between 25,000 and 
50,000 in all cases, but only in cases of the 
establishment of new branches, and if a 
national bank already has one lawful branch, 
it would seem entitled to establish one new 
branch equally as a national bank that had 
no branch, although this would give it two 
to the other’s one. 

Frankly, I do not think such was the 
intention underlying the law, the general 
thought being, according to my understand- 
ing, that in cities between 25,000 and 50,000 
population, national banks could only have 
one branch; but this intention was only ex- 
pressed as to new branches, and it left out 
of consideration those banks that already 
have one branch, for it does not expressly 
Prohibit the operation of more than one 
branch in cities of between 25,000 and 
50,000. 


If you contemplate establishing another 
branch, I would suggest that you write to 
the Comptroller of the Currency for an 
official ruling. 
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This Booklet Tells How 
Field Warehousing 
Is Replacing Open Credit 


Ww BORROWING manufacturers carry on hand fairly 
large stocks of marketable merchandise the Lawrence 
System of Field Warehousing will enable you to get clear 
title to such goods without removing them from the bor- 
rower’s plant. Thus you are protected from third party 
claims to an amount in excess of your loan and at the same 
time prevent a change of inventory that might 
make the borrower insolvent. 


Send to our nearest office for the booklet 
C=) 
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37 Drumm Street . . . . San Francisco 29 South La Salle Street . . . Chicago 
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- Seattle W.P.Story Building . . . Los Angeles 


Gibson Terminal ...... . Oakland 


New Branches Outside Corporate City 
Limits Prohibited 

From Arizona—In connection with the McFad- 
den Bill, we are interested in knowing whether or 
not a large national bank in California would be 
Permitted to open branches in states other than 
California, providing they comply with the regula- 
lations regarding the restrictions as to population. 


No national bank in California would be 
permitted to open branches in states other 
than California, even though they complied 
with the restrictions as to population. The 
Act expressly provides that 

“(c) A national bank association may, 
after the date of the approval of this Act, 
establish and operate new branches within 
the limits of the city, town or village in 
which said association is situated if such 


establishment and operation are at the time 
permitted to state banks by the law of the 
state in question.” 

There is no permission or right to estab- 
lish new branches outside the corporate lim- 
its of the city in which the bank is located, 
either in California or in any other state. 


_ “Limits of City’? Exclude Contiguous 
Territory 


In response to several inquiries whether 
the McFadden Act as finally passed did 
not permit of an interpretation which would 
allow the establishment of branches in con- 
tiguous territory, the following opinion was 
prepared by the General Counsel : 

I cannot agree with the inference that 
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because the House did not restore “cor- 
porate” before “limits” after it had been 
struck out by the Senate, this might enable 
the Comptroller of the Currency to inter- 
pret “limits of the city” in subsection (c) 
as the economic limits or metropolitan or 
geographical area and not necessarily cor- 
porate limits, notwithstanding the members 
of the House and Senate in the debates, and 
everybody else, understood that the phrase 
“limits of the city’ was not intended to in- 
clude contiguous territory. 

In my view “limits of the city,” even un- 
der a libéral construction, cannot be so con- 
strued, for the following ‘reasons: 

1. A city is necessarily a corporation. 
To say “limits of the city” is tantamount 


Philadelphia 


Detroit 
Minneapolis 


San Francisco 


” 


to saying “limits of the corporation, 
whether you say “corporate limits of the 
city” or “limits of the city corporation” or 
“limits of the city,” which is a corporation, 
the meaning is the same. The plain and 
unambiguous meaning of the language which 
allows a national bank to have branches 
within the “limits of the city” is that the 
bank is limited to branches within the 
boundaries of the city, as defined by the 
law of incorporation or city charter. If a 
branch should be permitted outside the legal 
boundaries of the city, it would not be with- 
in the “limits of the city” and would not 
be legally authorized. 

2. But even if it could be said that the 
language of the Act was at all ambiguous, 


and, taken by itself, might possibly admit 
of an interpretation which would include 
part of a metropolitan area outside the cor- 
porate limits of the city, this would be nega- 
tived by the abundant evidence of a con- 
trary legislative intent. The fundamental 
rule in construing a statute is to ascertain 
and give effect to the intent of the legisla- 
ture. Where the meaning of the language 
is plain, it must be given effect by the courts 
or by departmental officials, otherwise they 
would be assuming legislative authority, 
But where the language of the statute is 
of doubtful meaning, it is familiar law that 
resort may be had to the history of its pas- 
sage through the legislature and the debates 
and reports of committees, and especially to 
the remarks of the member in charge of 
the bill. 

Resort in this case to the Congressional 
Record will show that members of both 
Houses understood that contiguous territory 
was to be excluded, and this is more clearly 
indicated by the history of the bill with 
reference to this particular point. 

Concerning the right of national banks 
to establish branches in cities which per- 
mitted state banks to have branches, H. R. 
2, as it originally passed the House on 
Feb. 4, 1926, in Section 8 permitted a na- 
tional bank “to establish a branch or 
branches within the corporate limits of the 
municipality wherein such association is 
located,” with a proviso as to population. 

On this same point the bill, 
by the Senate on May 13, 1926, in Section 
7 amended Section 5155 Revised Statutes 
so as to provide: 


“(c) A national banking association may, after 
the date of the approval of this Act, establish and 
operate new branches within the limits of the city, 
town, or village in which said association is situ- 
ated if such establishment and operation are at the 
time permitted », state banks by the law of the 
state in questio 

“(d) No Goamieh shall be established after the 
date of the approval of this Act within the limits 
of any city, town or village of which the popula- 
tion by the last decennial census was less than 
25,000. No more than one such branch may be 
thus established where the population, so deter- 
mined, of such municipal unit does not exceed 
50,000; and not more than two such _ branches 
where the population does not exceed 100,000. In 
any such municipal unit where the population ex: 
ceeds 100,000 the determination of the number of 
branches shall be within the discretion of the 
Comptroller of the Currency. 

“(e) In cases in which, under the provisions of 
this section, a national banking association is au- 
thorized to establish a branch or branches within 
the limits of a city, town, or village, the Comp- 
troller of the Currency shall have the discretionary 
power to authorize the establishment and operation 
of such branch or branches beyond the boun- 
daries of said city, town, or village as strictly de- 
fined by law; but only within the same metropoli- 
tan area as that in as the parent bank is situ- 
ated; Provided, however, That he shall in no case 
authorize such’ establishment and operation except 
within the territory of a city, town, or village the 
corporate limits of which at some point coincide 
with the corporate limits of the city or town in 
which the parent bank is situated, when in his dis- 
cretion he shall determine, after public hearing, that 
the banking needs of the inhabitants of said con- 
tiguous and urban territory require the establish- 
ment of such branch or branches; but no branch 
shall be established under the authority of this sub- 
section in any part of a state to which right of 
state banks, under the state law, to establish 
branches does not extend.” 


“C” and “d” were subsequently passed 
and “e” eliminated by both House and Sen- 
ate. The Senate in originally enacting “e” 
clearly recognized that “c,” which omitted 
the word “corporate,” nevertheless restrict- 
ed branches to the corporate limits and, 
therefore, provided for contiguous territory 


in “e.” Furthermore, in the committee re- 


print used by members of the House, when 
the bill was last before it, there is an ex- 
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(c)” is the same policy as carried in the 
House bill, with the Hull Amendment omit- 
ted; also an explanatory note to “e,” stat- 
ing “it is suggested that the House reject all 
of subsection (e) relating to contiguous 
territory branch banking.” 

The above history of the bill plainly dis- 
closes the legislative intent to confine na- 
tional bank branches to the corporate limits 
of the city. I do not think the word “cor- 
porate” was eliminated by the Senate for 
any other reason than that it was deemed 
superfluous because by enacting (e), which 
was subsequently eliminated, the Senate 
recognized that (c) limited branches to the 
corporate limits and, therefore, provided in 
(e) to take care of branches outside of 
such limits in the metropolitan area. The 
Comptroller of the Currency, as well as 
members of Congress, know that it was not 
intended to allow branches in contiguous 
territory—this was one of the issues be- 
tween House and Senate on which the Sen- 
ate yielded—and I do not see how the law 
as now passed can be construed to allow 
branches of national banks outside the cor- 
porate limits of a city. Such a construc- 
tion would be plainly contrary to the intent 
of the legislature as well as the language 
of the Act. 


Right of Succession as 
Executor 


A* interesting question is raised by Willis 
Smith, general counsel for the North 
Carolina Bankers Association, in a letter 
in which he states: 


“IT do not feel certain by any means that the 
McFadden Bill would have the effect of transfer- 
ring such powers (to act as_ executor or other 
fiduciary named in a will) from a state trust 
company to the national bank if the point should 
be raised by the next of kin of the decedent who 
might otherwise be entitled to act as executor or 
administrator of such estate, It seems to me that 
since the devolution of property and the appoint- 
ment of executors and administrators is governed 
by the state law that there would have to be some 
authority in the state law to protect the consoli- 
dated national bank from attack which might be 
made upon it by the next of kin of decedent whose 
will the trust company had previously been exe- 
cuting.”’ 


The above letter followed perusal of 
an analysis by the general counsel of the 
McFadden bill, published as a supplement 
to Paton’s Digest, under Section 1, of which 
providing for the consolidation of state 
with national banks, the general counsel 
had stated: 


“The provision covering fiduciary succession 
supersedes a ruling.of the Supreme Court of Mas- 
sachusetts (Petition of Commonwealth—Atlantic 
National Bank, 249 Mass. 440, 144 N. E. 443 
Paton’s Dig. Vol. 1, No. 680) which the Supreme 
Court of the United States declined to review, 
in a case where a trust company in Massachusetts 
named as executor in a will was thereafter con- 
verted into a national bank which consolidated with 
another national bank under the charter of the lat- 
ter. The testator having died, it, was held that the 
consolidated bank was not the executor_named in 
the will and its application for letters testamentary 
was denied.”’ 


The provision referred to, covering fidu- 
Ciary succession, is as follows: 

“And the said consolidated national banking as- 
sociation shall hold and enjoy the same and _ all 
rights of property, franchises and interests, includ- 
ing the right of succession as trustee, executor or 
in any other fiduciary capacity in the same man- 
ner and to the same extent as was held and enjoyed 
by such state or district bank so consolidated with 
such national banking association.”’ 

The question is thus raised, is a national 
bank under the provision above quoted, or 
under any other laws, qualified to succeed 
as executor in the case stated? The above 
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what are the rights of the national bank 
in the situation in question. The following 
observations may be pertinent: 

The supreme judicial court in the Massa- 
chusetts case above referred to is quoted 
as follows: 

“The duty of courts commonly is to carry out 
the purposes of testators as expressed in their 
wills, This principle applies to the appointment of 
executors.” 

Keeping this principle in mind, a court 
might hold that where a testator named a 
trust company as executor, such testator 
would be presumed to have intended that 
a national bank having consolidated with 
the trust company under the McFadden act 
was to succeed to the right of executorship, 


in the absence of any express intention to 
the contrary. This presumption would be 
particularly strong in a case where the will 
or declaration of trust was made subsequent 
to the passage of the McFadden act. I do 
not think that it can be held that the pro- 
vision in the McFadden act in question is 
conclusive as to what the intention of the 
testator was in designating the executor of 
his estate. At most it may be regarded as 
presumptive evidence of the testator’s inten- 
tion to include the successor national bank 
as the successor executor even though such 
national bank was not named in his will. 
In the Massachusetts case the court said: 


“There is no explicit provision in any of the gov- 
erning statutes to the precise effect that the con- 
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verted or consolidated national bank shall succeed 
to all the privileges and rights with respect to un. 
proved wills which any of its predecessors named 
as executors may have had. Since testamentary 
rights are derived from legislation the argument 
would be strong that a statute of that kind by q 
legislative body of competent jurisdiction would be 
effective. That question is not presented on this 
record. No such legislation exists in this common- 
wealth. There is no statute which by fair impli- 
cation covers such a situation.” 


Since the above statement by the court, 
the McFadden Bill has been enacted into law, 
and it would seem that such law would 
govern the situation which the court had 
in mind. Congress has exclusive jurisdic- 
tion over national banks, which includes 
their exercise of trust functions. The only 
limit placed upon this power is that it should 
not be in contravention of state law. It 
would seem that in this case there is no 
question of contravention, but rather a ques- 
tion of carrying out the intention of the 
testator. In the carrying out of such in- 
tention it is commonly understood that the 
courts exercise discretionary power in the 
appointment of executors. In the exercise 
of such discretion the courts will take into 
consideration all of the circumstances which 
would affect the proper and efficient admin- 
istration of the estate. The argument would 
be strong that the consolidated national bank 
should properly succeed to the right of ex- 
ecutorship where the trust company had al- 
ready properly qualified as executor and had 
already undertaken the actual work of ad- 
ministering the estate in a proper and effi- 
cient manner in the absence of affirmative 
evidence to the contrary. In summing up 
the various points raised by the inquiry, 
the following suggestions may be offered: 
(1) A national bank converted from or con- 
solidated with a state bank or trust com- 
pany, named as executor in a will, should 
upon the death of the testator apply for let- 
ters testamentary, and in case such applica- 
tion was attacked by the next of kin of the 
decedent, a very strong argument in support 
of the petition for letters could be advanced. 
(2) Where the will has been made subse- 
quent to the passage of the amendment to 
the national bank act, declaring that a con- 
solidated national bank may succeed as ex- 
ecutor to the trust company, a very strong 
argument could be advanced that the testa- 
tor designated the trust company with full 
knowledge of this law, and the presumption 
would be that he intended the successor na- 
tional bank to act as such executor in the 
event of consolidation. (3) Advice is of- 
fered that in the drafting of wills or dec- 
larations of trust the testator should in all 
cases, in naming a state bank or trust com- 
pany as executor, add the words “or its 
successor or successors.” (4) In conclu- 
sion, it appears that the intention of the 
testator is the main consideration. If the 
case arises after the passage of the Mc- 
Fadden Act there would seem to be more 
probability that the national bank could 
qualify for the appointment. If the case 
arises before such passage, the question is 
more doubtful. Until the matter is finally 
determined by the courts, no definite con- 
clusion can be reached. 


Stock Qualification 


| pone Pennsylvania—I note under the McFadden 
Act that the directors of a bank are required to 
hold stock of the total par value of $1,000, not less, 
unless the capital of the bank is $25,000 or under. 
The par value of the stock of this bank has always 
been $25 per share, although the capital stock of 
the bank is $500,000. Will you kindly advise me 
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whether, under the McFadden Act, it becomes nec- 
essary for directors who now hold only ten (10) 
shares of stock in this bank to increase their hold- 
ings to forty (40) shares in order to have a par 
value of $1,000, or whether the Act applies only to 
— organized after the passage of the McFadden 

The former law (Section 5139 U. S. Re- 
vised Statutes). provided that “the capital 
stock of each association shall be divided 
into shares of one hundred dollars each,” 
but under Section 5154 it was provided that 
in case of a state bank converted into a 
national bank “the shares of any such bank 
may continue to be for the same amount 
each as they were before the conversion.” 

Doubtless the fact that the capital of your 
national bank is divided into $25 shares 
is because of conversion from a state in- 
stitution. 

Under Section 5146 Revised Statutes, be- 
fore amendment, a director of a national 
bank was required to own ten shares, except 
in case of a bank whose capital did not 
exceed $25,000, the ownership of five shares 
was sufficient. This has now been changed 
to a requirement that every director must 
own in his own right shares of the aggre- 
gate par value of $1,000, except that an 
aggregate of $500 is sufficient for $25,000 
banks. 

I am inclined to think that this will re- 
quire that your directors increase their 
holdings to forty shares of $25 each. Un- 
der the old Section 5146, before amendment, 
I find the following annotation in Pratt’s 
Digest: 

“The number of shares held by a director of a 
state bank converting to a national bank may re- 
main the same until the annual election. Then the 
number must be that required of a national bank, 
but the par value of the stock does not need to be 
changed.” 

This indicates that before the change in 
the law the directors of a converted state 
bank whose shares were less than $100 were 
qualified if they held the number of shares 
required for directors of a national bank, 
namely, ten; but now the law expressly pro- 
vides that a director must own shares of 
the par value of $1,000 in order that he be 
qualified, and I think this will apply, not 
only to newly organized banks, but to ex- 
isting national banks converted from state 
banks with shares of less than $100. 

I would suggest, however, that you write 
the Comptroller of the Currency direct for 
confirmation of this opinion. 


Public Education Work 


HERE are now more than thirty-six 

states that are active in the public edu- 
cational program of the American Bankers 
Association, according to a report submitted 
to the Spring Meeting of the Executive 
Council. 

“We are reaching in many of these states 
even to the country schools,” it was stated. 
“In cities where the American Institute of 
3anking has a chapter, public educational 
work is carried on through a supervisor of 
public education. In chapter cities there 
have already been given this year 1000 
grammar school talks, nearly 1000 high 
school talks, and about 1000 civic club talks. 
We are reaching thousands of school chil- 
dren throughout the United States, and if 
we consider our radio talks, our audience 
will probably pass well up into the millions.” 
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HAT DO YOU THINK? 


ats Being a more or less personal talk between the Eprtor and the READER id, 


HAT banker has not noted 

with deep regret that his cus- 

tomers were “investing” money 

in hopeless “enterprises” and 
has felt helpless to avert the slaughter of 
the innocents. 

Blue sky laws are good if they are en- 
forceable and are enforced, but in every 
community there is lying dormant a posi- 
tive preventive, saving force which can 
easily be set into motion. It will carry con- 
viction with many people who, possessed 
of great credulity and of small cunning, 
in the face of temptation to get rich quickly 
might discount the banker’s advice. 

That force consists of the experience of 
those who in days gone by have lost money 
in the purchase of worthless or fraudulent 
securities. The victims of last year and of 
other years can and will speak convincingly. 

These victims can be prompted to tell of 
their experiences—and some of their stories 
will be pathetic—by the offer of cash prizes 
by a local newspaper. If the newspaper 
will offer say three prizes for the best story 
of a loss sustained through the purchase of 
worthless securities, and publish the stories 
day by day for a period of two or three 
weeks, the stories will be read because they 


will be human interest stories, true stories, 
and their publication will keep a lot of 
money at home or in safe channels and 
their publication should save many a heart- 
ache. 

The “day” and “week” business has al- 
most reached the nuisance stage. We never 
have been quite able to see the excuse for 
“suspender day” or “white turnip” week, 
yet if someone should move to set aside a 
week in which everyone was urged to tell 
in public print how he had been defrauded 
of his money during the year, we might re- 
gard him as a public benefactor! 


What Do You Think? 


What Is the Best Known Coin? 


HAT is the best known coin in the 
world? 

Most of the class will answer, “the Amer- 
ican dollar,” basing the answer more on be- 
lief than on information. 

A few will come crashing in with another 
nominee—“The Widow’s Mite.” 

The dollar is known around the world 
by people who know money, but the 
“Widow’s Mite” is known by everyone who 
knows money and also by a multitude of 
peoples in all nations who may perhaps 
never have heard of the dollar. 

But what is the mite? Are there any 


of these coins in existence now? 
The office Bible says: “And there came a 


certain poor widow, and she threw in two 
mites, which make a farthing.” 


William E. DuBois, who from 1833 to 
1881 was connected with the Mint at Phil- 
adelphia, the last nine years as Assayer and 
who was known as the Nestor of the Mint, 
instituted a cabinet of coins of all nations 
and included in it a mite of Biblical fame. 
(This cabinet was moved some years ago to 
the National Museum at Washington.) 

The following extracts from a letter which 
he on one occasion wrote concerning this 
specimen, indicate that while making no 
pretense that he had the mite, he was evi- 
dently satisfied that the coin was a fair ex- 
ample of those to which reference is made 
in the Bible: 

“The curators of the mint cabinet do not 
consent to the intimation in a statement re- 
cently made that their widow’s mite is not 
the real coin. 

“The widow’s mite in our showcase of 
specialties, always attracting much attention, 
is precisely what the Scriptures speak of— 
a lepton, the smallest of Greek and Syriac 
coins. The name comes from leptos, very 
small. The word ‘mite’ is English, and was 
formerly a weight representing the twen- 
tieth part of a grain, but has long fallen 
into disuse. It was employed in the transla- 
tion of the New Testament to represent the 
word lepton, simply because it was so very 
small. 

“It is pretty certain that there was no 
Jewish or Hebrew coin so small as the lep- 
ton; that people depended very much upon 
outside coins for their circulation. Even 
their money terms had changed to those 
of the Syrian-Greek Empire and of Rome, 
as we see from all the instances in the New 
Testament. What few copper or bronze 
pieces they had, struck by local princes for 
a limited time, and now very rare, were large 
enough to bear a show of devices and in- 
scriptions, for which the lepton was too 
minute. The one in our cabinet has a 
diameter of only three-tenths of an inch, 
and weighs but ten grains. On one side 
nothing is discernible, on the other a mint 
monogram, such as were common in that 
era, occupies the space. It is much like the 
letter ‘x,’ with a line crossing it near the 
top. Whether it is Samaritan, or Syriac, 
or Greek, we cannot be sure, nor is it of any 
consequence. It is enough to show that it 
is a coin, and belongs to the age shortly be- 
fore and after the advent of Christ, and its 
size proves it to be a lepton. 

“Tt is an interesting and confirmatory 
fact, that this piece was found among the 
rubbish of the Temple grounds, by Dr. Bar- 
clay, long resident in Jerusalem, and author 
of ‘The City of the Great King.” By him 
it was presented to the mint cabinet. The 
objector may soberly doubt whether this was 
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one of the identical mites offered by the 
widow; for the rest of his doubts they are 
of no value.” 


Thousands of people visit the coin section 
of the National Museum every year and ask 
to be shown a coin of the kind given by 
the widow. School children and students 
go in groups and sometimes practically an 
entire school troops through the corridors 
intent upon seeing this specimen and hear- 
ing something about it; and the following 
excerpt from the report of the National 
Museum is indicative of what they see and 
what they now are told: 

“Widow’s Mite—Coin of Alexander 
Jannaeus (105-78 B. C.).—Copper (fac- 
simile). Obverse, ‘Jonathan the High 
Priest and the Confederation of the Jews,’ 
within a wreath of olive; reverse, two cornu- 
copias and a poppy head. It is assumed 
that this or a similar coin is referred to by 
the term ‘Widow’s Mite’ in Mark xii, 42. It 
is true that in the original it bears the 
Greek name lepton, Latin minutum, but a 
Jewish coin must be assumed here, none 
other being permitted within the temple pre- 
cincts. The mite was the smallest current 
Jewish coin in the times of Jesus, and was 
also the smallest temple contribution legally 
admissible. Its value in the United States 
currency was about one-eighth of a cent.” 


What Do You Think? 


Always Asked the Examiners 
R. E. A. LEIGHTON, Cashier, Som- 


ersworth National Bank, Somersworth, 
N. H., writes as follows: 
“I was much interested in looking over 


the May issue of the JouRNAL, and, among 
other items, that of ‘A Few Unusual Rules 
in a Well-Run Bank,’ and the paragraph 
relative to inviting the examiner to meet the 
directors especially interested me. 

“The writer, however, has ‘nothing on’ 
the Somersworth National Bank as we have 
made a practice of the same thing for years. 

“We have always asked the examiners if 
they would not like. to consult with the di- 
rectors, and they have been glad to do so. 
We also ask them when they get through. 
if they have any criticisms or recommenda- 
tions to make, and if they have we are al- 
ways glad to consider them. 

“At our last examination, I asked them 
if they had any criticism to make and they 
said none whatever, but they made one or 
two suggestions that we think favorably of. 
We think it is a good practice as when they 
get through we feel that if there were any 
trouble it would present itself and that is 
what we want to know.” 
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